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PRESIDENT'S  LETTER  OF  TRANSMITTAL 

To  the  Congress  of  the  United  States: 

I  am  ti-ansmitting  herewith  the  Report  on  the  Mutual  Security  Program 
covering  operations  during  the  6-month  period  ended  June  30,  1954,  in  further- 
ance of  the  purpose  of  tlie  Mutual  Security  Act  of  1951,  as  amended. 

Th^  mutual  security  programs,  as  carried  out  through  the  Foreign  Opera- 
tions Administration,  are  effectively  advancing  the  security  of  the  United 
States  and  of  our  cooperating  partners  in  the  free  world. 


^^   (.JL-S-y  t-'tZ^  Lj-<.Xm^  tWKj-y~^ 

The  White  House, 

August  W,  196A 
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CHAPTER  I 


Mutual  Security:  A  6-Month 

Report 


THE  MUTUAL  security  effort  during  the  first 
6  months  of  1954  was  marked  by  important 
gains  and  important  setbacks. 

On  the  debit  side,  the  Communist-backed  Viet 
Minh  troops  scored  major  successes  in  the  Indo- 
china region  despite  nearly  8  years  of  military 
operations  by  the  forces  of  the  French  Union  and 
the  Associated  States,  and  United  States  support- 
ing shipments  of  military  weapons  and  supplies. 
The  European  Defense  Community,  which  would 
integrate  military  forces  of  the  Republic  of  Ger- 
many into  the  Western  European  defense  system, 
still  lacked  the  governmental  actions  necessary  to 
give  it  life.  There  were,  to  be  siu"e,  some  hopeful 
signs  in  the  past  half  year,  such  as  completion  of 
the  ratification  process  by  Germany  and  the  Neth- 
erlands, the  affirmative  parliamentary  steps  by 
Belgium  and  Luxembourgh.  and  the  directive  of 
the  French  Socialist  Congress  to  its  membei'S  in  the 
French  Assembly  to  back  tlie  defense  iilan  or  face 
disciplinary  measures.  But  tiie  fact  remained  that 
the  EDC  had  not  yet  been  ratified  by  France  and 
Italy,  and  the  needed  German  contribution  to  the 
defense  of  Western  Europe  had  not  come  into  be- 
ing. This  latter  deficiency  constituted  the  most 
serious  single  obstacle  to  an  adequate  European 
defense  posture,  and  at  the  turn  of  the  half  year 
vigorous  efforts  were  being  made  to  resolve  the 
issue  in  the  shortest  possible  time. 

On  the  credit  side,  however,  free  nations  in  all 
parts  of  the  world  took  a  number  of  significant 
steps  under  our  military  assistance  and  technical 
and  development  programs  which  strongly  at- 
ttested  to  the  basic  soundness  of  the  mutual  se- 
curity concept  and  its  power  to  draw  the  forces 
of  freedom  into  productive  common  endeavors  for 
military  preparedness  and  economic  and  social 
advancement. 


New  Actions  for 
Mutual  Security 

In.  Latin  Am-erica,  at  the  Caracas  Conference  in 
Venezuela  during  March,  the  overwhelming  ma- 
jority of  our  neighbors  to  the  south  joined  with 
the  United  States  to  declare  that  the  control  or 
domination  of  any  one  American  State  by  the 
Communist  complex  would  be  a  threat  to  the  in- 
dependence of  all  American  States,  endangering 
the  peace  of  America.  The  single  vote  against 
this  declaration  came,  as  expected,  from  Guate- 
mala where  at  the  time  the  ominous  rumblings  of 
Communist  activity  were  very  pronounced.  The 
principles  of  imified  action  enunciated  by  the  rep- 
resentatives at  Caracas  were  not  without  effect. 
By  the  end  of  June,  there  was  every  indication  that 
the  Guatemalans  had  awakened  to  the  dangers  of 
Communist  domination  and  were  acting  to  cast  off 
the  menacing  influences  which  had  taken  such  a 
disturbing  hold.  Diu'ing  the  first  half  of  the  year 
also,  2  additional  countries  in  strategically  placed 
Central  America — Nicaragua  and  Honduras — 
signed  military  aid  agreements  with  the  United 
States,  linking  themselves  with  the  mutual  security 
program. 

In  the  Far  East,  where  the  Communist  rulers 
moved  with  greatest  force  to  expand  their  power 
and  control,  the  free  nations  of  the  area  recog- 
nized the  necessity  for  strengthening  their  collec- 
tive security  measures.  In  January,  the  Mutual 
Defense  Treaty  between  the  Republic  of  Korea 
and  the  United  States  received  legislative  approv- 
als in  both  countries.  The  Treaty  does  not  come 
into  force,  however,  until  ratifications  are  ex- 
changed. The  Government  of  Japan  in  March 
signed  a  Mutual  Defense  Assistance  Agreement 
with  the  United  States,  providing  for  joint  meas- 
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iires  to  bolster  Jupan"s  military  capabilities  for 
internal  security  and  for  defense  against  Com- 
munist conquest.  In  the  Philippines,  the  Govern- 
ment, with  the  aid  of  United  States  military 
equipment  and  training,  succeeded  in  subduing 
the  Communist-led  Huk  guerrillas  and  in  bring- 
ing about  the  surrender  of  the  long-sought  Huk 
leader,  Luis  Taruc.  Thailand  took  added  meas- 
ures to  accelerate  and  streamline  its  military 
program. 

The  Communist  advance  in  Indochina  brought 
home  most  strikingly  the  urgency  of  creating  more 
effective  regional  security  arrangements  in  the  Pa- 
cific. The  United  States  went  on  record  in  favor 
of  a  defense  organization  for  building  greater 
Asiatic-Pacific  strength,  and  began  to  explore  with 
other  free  nations  the  methods  whereby  such  a 
defense  grouping  could  be  brought  into  being. 

In  the  Near  East  and  South  Asia,  new  moves 
were  made  for  more  effective  collective  action  in 
the  area.    The  Government  of  Pakistan,  in  Feb- 


ruary, askeel  the  United  States  for  military  assist- 
ance under  the  mutual  security  program.  The  re- 
quest was  granted,  and  military  supplies  will  be 
furnished  for  Pakistan's  own  defense  and  for  en- 
abling the  country  to  play  its  part  in  regional  de- 
fense plans.  To  create  another  source  of  strength 
for  the  non-Communist  countries  of  this  strategic 
area,  Pakistan  and  Turkey  joined  together  in  a 
treaty  of  friendship  and  cooperation.  Turkey  also 
joined  with  Greece  and  Yugoslavia  to  conclude  a 
trijDartite  friendship  alliance.  In  April,  an  agree- 
ment was  signed  with  the  Iraqi  Government  under 
which  the  United  States  will  furnish  military  as- 
sistance to  strengthen  Iraq's  ability  to  defend  itself 
against  aggression. 

/n  Europe,  despite  determined  Soviet  diplo- 
matic efforts  at  Berlin  and  Geneva  to  crack  the 
NATO  alliance,  the  NATO  nations  went  steadily 
forward  with  their  plans  to  defend  the  area  against 
Soviet  military  expansion.  Because  of  the  sub- 
stantial improvements  in  the  European  economy, 


Units  of  the  Turkish  Navy  training  with  guns  shipped  by  the  United  States  under  the  mutual  security 
program.    Deliveries  of  weapons  and  equipment  for  Turkey''s  armed  forces  are  being  accelerated. 
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wrought  by  the  joint  efforts  under  the  various 
mutual  assistance  programs,  the  nations  of  West- 
ern Europe  are  better  able  today  than  at  any  time 
after  World  War  II  to  provide  for  the  common 
defense  of  the  North  Atlantic  Treaty  area. 

The  military  capabilities  of  the  Western  alli- 
ance were  strengthened  during  the  past  six  months 
by  the  addition  of  Matador  pilotless-bomber 
squadrons  and  atomic  artillery  to  United  States 
armed  forces  in  Europe.  Large-scale,  integrated 
manuevers  of  NATO  air  and  sea  forces  were  suc- 
cessfully carried  out.  General  Gruenther's 
SHAPE  Command  thus  acquired  more  powerful, 
better-trained  forces  to  combat  any  military  ag- 
gression. The  mutual  security  progi'am  in  Spain 
moved  into  gear,  and  plans  were  activated  for 
building  modern  air  and  naval  bases  to  be  used 
by  the  United  States  Air  Force  and  Navy,  and  for 
strengthening  the  Spanish  economy  and  the  well- 
being  of  the  Spanish  people. 

Global  Military  Shipments 

United  States  shipments  of  weapons,  ammuni- 
tion, and  other  military  equipment  have  expanded 
substantially  the  defense  capabilities  of  the  many 
nations  with  which  we  have  concluded  military 
assistance  agreements.  The  value  of  such  ship- 
ments in  the  first  half  of  1954  amoimted  to  $1.7 
billion.  The  total  value  of  military  grant  aid 
shipments  to  all  parts  of  the  world  from  the  begin- 
ning of  the  military  assistance  program  in  October 
1949  through  June  30,  1954,  amounted  to  $9.4 
billion. 

On  a  global  basis,  the  major  items  delivered 
through  June  1954  included : 

127,403  electronics  and  signal  equipment  items. 

188,497  motor  transport  vehicles. 

34,733  tanks  and  combat  vehicles. 

34,802  artillery  pieces. 

45  million  rounds  of  artillery  ammunition. 

784  Navy  vessels. 

5,911  aircraft. 

Over  2  million  small  arms  and  machine  guns 
were  shipped,  along  with  about  1%  billion  rounds 
of  small-arms  and  machine  gun  anmiunition. 

Technical  Cooperation 
Made  More  Effective 

The  general  improvement  in  economic  condi- 
tions evident  in  so  many  parts  of  the  world  must, 
of  course,  be  credited  directly  to  the  courageous 
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efforts  and  driving  energies  demonstrated  by  the 
free  world  people  in  striving  to  improve  their 
situation.  The  gains  scored  came  from  prolonged 
nationwide  austerity  progi'ams,  daj'-after-day  per- 
sonal sacrifices,  and  plain  hard  work.  But  these 
gains  also  reflected  in  good  measure  the  accom- 
plishments of  our  mutual  programs  of  technical 
cooperation. 

Increased  levels  of  food  consumption  in  many  of 
tlie  participating  countries,  greater  productivity, 
lower  disease  and  mortality  rates,  more  efficient 
management  and  administrative  practices,  ex- 
panded power  resources,  greater  capacity  for  self- 
help — these  achievements  are  a  tribute  to  our  joint 
projects  which  impart  to  economically  less-devel- 
oped countries  the  modern  skills  and  techniques 
which  they  need  to  catalyze  their  own  endeavors. 
Technical  cooperation  has  proved  itself  as  a  prac- 
tical and  productive  concept  and  as  the  surest  and 
most  economical  way,  over  the  long  term,  to  speed 
the  advance  toward  an  expanding  world  economy 
and  a  higher  general  standard  of  living. 

During  the  half  year,  two  new  participants  were 
added  to  the  joint  technical  cooperation  effort 
when  the  necessary  agreements  were  concluded  for 
programs  in  Surinam  and  British  Guiana,  in 
South  America.    At  the  end  of  June,  some  60  na- 


tions  and  territories  were  working  with  the  United 
States  in  technical  cooperation  undertakings.  The 
participating  countries  have  responded  to  the  pro- 
gram with  enthusiasm  and  good  will  and  have 
demonstrated  their  firm  support  by  steadily  in- 
creasing their  proportionate  contributions  of 
funds,  facilities,  and  personnel  to  the  various 
technical  cooperation  projects. 

The  Foreign  Operations  Administration,  during 
the  period  under  review,  laid  down  a  number  of 
new  guidelines  for  more  effective  technical  co- 
operation operations.  Procedures  were  reworked 
in  order  to : 

(1)  Pinpoint  the  program  on  a  few  key  prob- 
lems in  each  country  so  that  energies  are  not  dis- 


persed among  undertakings  of  lesser  importance; 

(2)  Achieve  better  procurement  methods  so 
that  technicians  always  have  at  hand  the  equip- 
ment they  need  to  carry  out  their  demonstration 
and  teaching  work ; 

(3)  Assure  that  a  significant  part  of  United 
States  assistance  reaches  the  people  of  the  country 
through  community  development  and  other  grass- 
roots projects; 

(4)  Encourage,  through  FO A- financed  con- 
tracts between  American  univereities  and  foreign 
colleges,  the  development  of  strong  educational 
institutions  which  will  provide  underdeveloped 
countries  with  the  types  of  university  extension, 
demonstration,  and  advisory  services  which  have 
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An  Iranian  agricultur/ist  demonstrates  the  use  of  small  garden  tools  as  a  part  of  the  adtdt  editcation 
proffrmn  instituted  by  the  United  States  Operations  Mission  to  Iran.  Impi^oved  agricultural  methods 
demonstrated  through  the  technical  cooperation  program  have  helped  to  increase  Iranian  production  of 
wheat  and  rice. 


made  such  an  outstanding  conti'ibution  to  the  eco- 
nomic development  of  the  United  States ; 

(5)  Develop  better  coordination  of  FOA  ac- 
tivities vcith  the  activities  of  the  United  Nations. 
On  this  subject,  the  Director  of  the  Foreign  Op- 
erations Administration,  Mr.  Harold  E.  Stassen, 
held  a  special  conference  with  top  technical  assist- 
ance officers  of  the  United  Nations  so  that  addi- 
tional steps  could  be  taken  to  trim  to  a  minimum 
the  possibilities  of  duplication  and  overlapping 
among  the  various  programs. 
,  During  the  first  part  of  1954,  there  were  about 
1,700  United  States  technicians  serving  in  the 
host  countries.  Even  this  number,  however,  falls 
short  of  the  needs  of  a  fully  effective  program. 
Competent  specialists,  with  the  right  qualifica- 
tions and  aptitudes  for  work  in  distant  lands, 
have  proved  hard  to  find.  Despite  constant  im- 
provements in  recruitment  practices,  many  im- 
portant overseas  positions  still  remained  unfilled. 

The  obstacles  involved  in  securing  needed  pro- 
fessionals for  service  abroad  were  somewhat  re- 
duced by  expanding  the  opportunities  for  the 
working  participation  of  technicians  from  private 
American  institutions.  As  of  June  30,  1954,  36 
FOA-financed  contracts  for  technical  cooperation 
abroad  were  in  force  with  30  colleges  and  imi- 
versities,  and  a  number  of  others  were  under  ne- 
gotiation. These  contracts  covered  diverse  fields, 
including  agriculture,  health,  education,  engineer- 
ing, and  public  administration. 

In  addition,  the  Foreign  Operations  Adminis- 
tration had  financed  contracts  with  United  States 
commercial  organizations  and  individual  contrac- 
tors to  furnish  specific  technical  services  in  par- 
ticipating countries  and  had  concluded  a  number 
of  technical  cooperation  contracts  with  voluntary 
and  nonprofit  agencies,  other  than  colleges. 

Development  Assistance 
to  Speed  Key  Projects 

Technical  cooperation  programs  in  some  na- 
tions, particularly  those .  in  the  less-developed 
areas,  require  supplemental  supplies,  commodities, 
or  funds  in  order  to  produce  worth-while  results 
without  waste  of  resources  and  time.  This  type 
of  supplementary  assistance  to  help  move  forward 
a  country's  own  development  program  makes  it 
possible  to  carry  out  certain  key  projects  which 
serve  the  basic  interests  of  the  United  States,  as 
well  as  the  interests  of  the  country  concerned.  In 
most  instances,  development  assistance  is  given 


eitlier  when  the  country  does  not  possess  the  needed 
material  and  financial  capacity  to  undertake  such 
key  projects,  or  when,  even  if  the  projects  were 
undertaken,  the  rate  of  progress  without  supple- 
mentary aid  would  not  match  the  requirements  of 
current  world  conditions. 

Development  assistance,  linked  with  technical 
cooperation  projects,  also  lays  the  groundwork 
for  attracting  private  investment  capital  and 
private  management  skills — essential  ingredients 
for  lasting  economic  improvement  in  any  inde- 
pendent country.  A  potential  private  investor  to- 
day generally  finds  in  an  underdeveloped  country 
that  poor  transportation,  power,  and  communica- 
tions, facilities  constitute  too  great  a  drawback  to 
productive  enterprise.  Carefully  planned  devel- 
opment assistance,  properly  related  to  technical 
cooperation  programs,  can  go  far  toward  creating 
the  necessary  inducements  to  greater  private  in- 
vestment, both  local  and  foreign. 

For  these  reasons,  development  assistance  ac- 
tivities, particularly  in  the  area  of  the  Near  East, 
Africa,  and  South  Asia,  have  received  increasing 
attention  in  mapping  out  programs  for  achieving 
full  use  of  country  resources.  Development  sup- 
port furnished  through  the  FOA  programs  has 
been  focused  primarily  on  those  activities  which 
help  a  particular  country  to  mobilize  its  own  re- 
sources and  remove  existing  barriers  to  normal 
financing,  either  through  loans  or  private  invest- 
ment. These  activities  have  included  projects  for 
land-reclamation  and  irrigation  in  the  Arab  States 
and  in  Israel,  agricultural  and  livestock  improve- 
ment in  Iran,  basic  industrial  and  transportation 
development  in  India,  and  industrial  diversifica- 
tion in  Pakistan.  In  Latin  America,  development 
assistance  has  been  given  to  increase  food  produc- 
tion in  Bolivia. 

Development-type  programs  have  also  been  car- 
ried out  in  the  Far  East.  In  Korea,  though  there 
were  understandable  initial  difficulties  in  institut- 
ing reconstruction  operations  of  such  magnitude, 
where  so  much  must  be  done  so  rapidly,  all  of  the 
funds  available  were  programmed  and  obligated 
for  specific  capital  investment  progi'ams  and  com- 
modity purchases  worked  out  jointly  with  repre- 
sentatives of  the  Korean  Republic.  In  the  half 
year  also,  development-type  activities  in  the 
Philippines  received  fresh  impetus  and  added  sup- 
port from  the  new  Philippine  Government. 

During  the  6-month  period,  $100  million  was 
provided  to  the  Export-Import  Bank  for  a  25- 


Part  of  the  de.stniction  which  the  Korean  -people  have  hcgim  to  rebuild.  The  United  States  made 
availabU  $313  miUion  during  fiscal  year  1964  to  help  Korea  in  its  reconstruction  and  rehabilitation 
efforts. 


year  loan  to  the  European  Coal  and  Steel  Com- 
munity. This  action  was  consistent  with  tlie  ad- 
ministration's effort  to  shift  aid  of  a  development 
nature,  wherever  possible,  from  a  grant  to  a  loan 
basis.  The  Community  will  make  repayment  at 
3%  percent  interest  aiul  will  use  the  funds  for  in- 
vestment purposes  to  develop  and  modernize  coal 
and  iron  ore  enterprises  in  the  six  member  nations. 

U.  S.  Food  Surpluses 
for  Worldwide  Use 

Large  quantities  of  American  surplus  farm 
products  have  been  put  to  constructive  use  either 
by  sales  to  friendly  countries  for  local  cun-encies 
or  by  grant  shipments  to  relieve  emergency  food 
shortages  of  free  world  peoples. 

FOA  authorized  over  $245  million  through 
niid-1954:  to  purchase  American  surplus  wheat, 


barley,  cotton,  fats  and  oils,  frozen  beef,  tobacco, 
and  other  agricultural  commodities  and  sell  them 
abroad  to  free  world  nations  who  pay  in  their 
own  currencies.  About  $186  million  worth  of 
these  authorizations  were  issued  in  the  Januai-y- 
June  period  of  this  year. 

Under  Public  Law  210,  which  expired  in  March 
1954,  the  President  authorized  the  shipment  of 
over  84,000  tons  of  surplus  wheat  to  fre«  world 
nations  threatened  by  critical  food  shortages. 
FOA  made  such  famine-averting  shipments  to  Bo- 
livia, Jordan,  and  Libya.  Tiirough  emergency 
legislation,  Pakistan  received  over  610,000  tons 
of  wheat  which  helped  keep  millions  of  Pakistani 
people  from  hunger  or  star\'ation  until  this  year's 
new  and  more  favorable  spring  crop  could  be 
harvested. 


These  and  like  measures  to  utilize  our  abundant 
supplies  of  agricultural  products  illustrate  yet 
another  way  in  which  the  mutual  security  program 
operates  to  promote  greater  strength  and  closer 
ties  among  freedom-loving  peoples. 

New  Top-Level  Advisory 
Groups  Formed 

The  Public  Advisory  Board  and  the  Inter- 
naitional  Development  Advisory  Board,  composed 
of  outstanding  representatives  of  American  agri- 
culture, industry,  and  education,  both  have  fur- 
nished invaluable  assistance  to  the  Foreign  Op- 
erations Administration  in  the  formulation  of 
broad  plans  for  the  various  technical  and  economic 
development  programs.  During  the  half  year,  2 
more  specialist  advisory  gi'oups  were  established. 
These  were  a  15-member  Health  Advisory  Com- 
mittee, with  Dr.  Norman  H.  Topping,  Vice  Presi- 
dent of  the  University  of  Pennsylvania,  as  chair- 
man, and  a  lO-member  Labor  Advisory  Committee, 
made  up  of  key  leaders  of  the  American  Federation 
of  Labor,  the  Congress  of  Industrial  Organiza- 
tions, and  other  principal  labor  organizations. 
The  participation  of  these  top-level  groups  not 
only  provides  the  Foreign  Operations  Administra- 
tion with  the  best  professional  assistance  and  ad- 
vice obtainable,  but  also  insures  that  the  interests 
of  the  different  sectors  of  the  American  economy' 
will  be  adequately  represented  in  the  makeup  and 


dii'ection  of  our  overseas  technical  and  develop- 
ment programs. 

Unity — The  Source  of 
Free  World  Strength 

The  far-flung  forces  controlled  by  international 
Communism  are  striving  incessantly,  by  guile  and 
by  force,  to  undermine  the  concept  of  allied 
unity  and  thus  cut  the  sinews  of  free  world 
strength.  At  every  conference  table  and  in  every 
diplomatic  and  military  maneuver,  the  Communist 
rulers  push  hard  toward  their  key  objective  of 
separating  the  free  world  into  individual  seg- 
ments. Indeed,  the  very  intensity  of  their  attack 
on  any  move  toward  free  world  solidarity  is  the 
surest  proof  of  the  worth  and  effectiveness  of  our 
mutual  security  measures,  for  the  Kremlin  realizes 
full  well  that  so  long  as  free  men  band  together 
in  common  purpose.  Communist  efforts  for  ulti- 
mate world  domination  cannot  succeed. 

In  a  review  of  the  developments  and  actions  on 
the  world  scene  during  the  first  half  of  this  year, 
one  fact  stands  plain.  The  close  working  rela- 
tionships developed  under  the  varied,  but  inter- 
related, mutual  security  efforts  in  all  parts  of  the 
globe,  and  the  tangible  benefits  of  military  assist- 
ance and  the  technical,  development,  and  food 
progi'ams  have  helped  to  bind  the  free  world  na- 
tions together  in  pursuit  of  the  common  goals  of 
freedom  and  economic  and  social  progress. 


CHAPTER  II 


Europe 


THE  MUTUAL  security  program  in  Europe 
centers  on  the  defense  effort  of  the  North 
Atlantic  Treaty  Organization.  Roughly  two- 
tliirds  of  the  total  funds  appropriated  in  the  last  4 
years  for  support  to  Europe  has  been  programmed 
to  provide  weapons  and  training  which  would 
directly  build  up  the  military  power  and  the  col- 
lective fighting  qualities  of  the  non-Sovietized 
nations  of  Europe.  Most  of  the  remainder  was 
used  for  purposes  closely  tied  in  with  the  military 
effort.  At  the  core  of  the  NATO  buildup  is  the 
principle  of  cooperative  action  to  preserve  the 
independence  of  the  free  nations  of  Europe  and 
protect  each  and  all  of  them  from  armed  aggres- 
sion. Seizure  of  Europe's  vast  material  and  tech- 
nical assets  by  the  forces  of  intei-national 
Communism  would  tilt  the  balance  scale  of  world 
resources  in  favor  of  the  Soviet  bloc. 

The  buildup  of  NATO  forces  went  forward  at 
a  steady  pace  during  the  first  half  of  1954.  Pilot- 
less  bombers,  capable  of  bearing  atomic  charges, 
were  added  to  the  arsenal  of  United  States  armed 
forces  in  Europe,  and  large-scale  joint  maneuvers 
of  NATO  air  and  naval  forces  were  successfully 
carried  out. 

On  the  economic  front,  Western  Europe  as  a 
whole  maintained,  and  in  many  cases  surpassed, 
the  gains  achieved  during  1953.  Gold  and  dollar 
reserves  continued  to  rise,  and  the  overall  balance 
of  payments  position  strengthened,  although  there 
was  still  substantial  dependence  on  special  dollar 
receipts  from  the  United  States. 

The  steady  economic  progress  made  by  the  na- 
tions of  free  Europe  is  a  measure  of  the  effective- 
ness of  the  mutual  security  programs  of  recent 
years.  As  the  barometer  of  European  economic 
strength  has  risen,  the  amount  of  funds  used  for 
tlie  European  area  has  dropped.     Mutual  security 
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program  appropriations  for  Europe  in  fiscal  year 
1951,  totaled  $6.3  billion.  For  the  1954  fiscal  year, 
they  were  $1.7  billion,  a  reduction  of  73  percent. 
Although  there  was  steady  progress  in  NATO 
and  in  the  Westeni  European  economy  during 
the  half  year,  the  period  did  not  see  decisive 
action  on  the  European  Defense  Community.  No 
measures  to  defend  free  Europe  from  Soviet  ag- 
gression can  be  fully  effective  without  participa- 
tion by  West  Germany.  The  EDC  offers  the  best 
solution  for  the  difficult  problem  of  integrating 
German  armed  forces  into  the  European  defense 
system. 


True,  many  forward  steps  have  been  taken  to 
bring  the  EDC  into  being.  By  the  end  of  June 
30,  1954,  four  nations — Belgium,  the  Federal  Re- 
public of  Germany,  the  Netherlands,  and  Luxem- 
bourg— had  completed  affirmative  parliamentary 
actions  on  the  treaty,  paving  the  way  for  their 
membership  in  the  EDC.  But  neither  France  nor 
Italy  had  yet  taken  the  necessary  steps  which 
would  give  life  to  the  EDC  and  bring  Germany  as 
a  sovereign  nation  into  the  Western  community. 
In  June,  the  new  government  in  France,  headed 
by  Pierre  Mendes-France,  gave  assurances  that 
the  EDC  question  would  be  brought  before  the 
French  parliament  for  final  decision  before  its 
summer  recess.  In  June  also,  during  Prime  Min- 
ister Churchill's  visit  to  the  United  States,  Great 
Britain  and  this  country  reaffirmed  their  assur- 
ances of  support  to  the  EDC,  and  at  the  same  time 
stated  that  further  delay  in  bringing  the  German 
Federal  Republic  into  equal  partnership  with  the 
Western  alliance  would  damage  the  solidarity  of 
the  Atlantic  nations. 

Defense  of  Free  Europe 

NATO   Marks  Its  Fifth  Birthday 

In  April  1954,  the  North  Atlantic  Treaty  Or- 
ganization marked  its  fifth  birthday.  In  5  event- 
ful years,  the  combined  military  strength  of  the 
NATO  countries  had  increased  to  the  point  where 
Western  Europe  could  not  be  overwhelmed  by 
sudden  surprise  attack.  An  aggressive  assault 
from  the  East  could  not  be  launched  without  ex- 
tensive preparatory  measures  which  would  allow 
time  for  mobilization  of  defense  forces  in  the 
Em-opean  area.  The  Supreine  Allied  Com- 
mander in  Europe,  General  Gruenther,  stated  that 
while  NATO  is  not  yet  in  a  position  to  meet  an 
"all-out  Soviet  attack,"  forces  now  in  being  "are 
probably  stronger  than  the  Russians  could  handle 
with  the  forces  they  have  in  occupied  Europe." 

NATO  now  has  available  90  to  100  divisions  in 
varying  degrees  of  readiness.  Naval  forces,  ini- 
tially of  substantial  size,  have  increased,  particu- 
larly in  the  minesweeping  categories.  There  is 
still  a  shortage  of  escort  vessels.  Air  forces  have 
not  only  more  than  doubled,  but  they  are  also 
being  modernized  with  the  latest  types  of  air- 
craft and  equipment.  Air  power,  however,  re- 
mains the  principal  weakness  of  the  NATO 
defense  system,  and  the  goal  of  5,000  modern  air- 
craft is  still  to  be  attained. 


Shortly  after  NATO's  fifth  anniversary,  the 
NATO  Ministerial  Council  met  in  Paris  to  review 
the  international  Situation  and  exchange  views  on 
problems  of  common  interest.  The  foreign  min- 
isters of  all  the  NATO  countries  reaffirmed  that 
their  association  in  the  alliance  is  fimdamental  to 
tlie  policies  of  their  respective  governments  and 
agreed  upon  the  need  for  continued  hard  effort. 
ReiJorting  on  the  work  of  NATO,  Seci-etary-Gen- 
eral  Lord  Ismay  pointed  out  that  the  Atlantic 
alliance  was  much  more  than  a  purely  defense  or- 
ganization. In  addition  to  increasing  Western 
Europe's  military  capabilities,  the  organization 
has  served  to  develop  close  working  relationships 
among  the  member  nations  and  among  their  gov- 
ernment officials  and  military  representatives. 

During  the  first  half  of  the  year,  the  European 
NATO  nations  took  the  necessary  steps  to  meet 
the  1954  forces  goals.  In  line  with  the  concept  of 
maintaining  strength  for  the  long  pull,  defense 
expenditui-es  of  the  European  NATO  countries 
have  leveled  off  at  an  annual  rate  of  about  $12 
billion,  over  twice  the  amount  spent  on  defense 
prior  to  the  Korean  conflict.  Under  present  condi- 
tions, increases  will  be  made  only  when  a  nation's 
economic  situation  will  permit  additional  expendi- 
tures without  damaging  strain  on  its  economy. 


Defense  Expenditures  Of  European  NATO 
Countries  Leveled  Off  At  More  Than 
Double  The  Pre-Korea  Rate 
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Priority  is  being  given  to  improving  the  combat 
quality  of  existing  forces  before  considering  any 
sizable  quantitative  additions. 

A  major  limiting  factor  in  the  ultimate  level  of 
NATO's  peacetime  forces  is  the  long-term  cost  of 
keeping  such  forces  at  adequate  standards  of  com- 
bat readiness.  This  problem  of  maintenance  costs 
is  of  growing  concern  and  is  expected  to  receive 
study  at  the  1954  NATO  annual  revievr  this  fall. 

Combat  Efficiency  Is  Improved.— A  number  of 
noteworthy  developments  took  place  during  the 
6-month  period  which  helped  to  strengthen  NATO 
combat  and  operating  efficiency. 

There  were  two  large-scale  maneuvers  of  com- 
bined NATO  units — Shield  I  in  the  Mediter- 
ranean, and  Medflex  Able  in  southern  Europe. 
Shield  I  called  into  action  the  coiubined  air  de- 
fense facilities  of  all  services  in  the  ilediterranean 
area — army,  navy,  and  air  forces.     This  exercise 


provided  an  opportunity  to  coordinate  actions  of 
the  iVmerican  and  British  bomber  forces,  the 
United  States  Sixth  Fleet,  and  the  south  Euro- 
pean air  defense  systems  of  France,  Greece,  Italy, 
Turkey,  and  the  United  Kingdom.  In  exercise 
]Medflex  Able,  the  combined  naval  forces  of 
France,  the  United  Kingdom,  and  the  United 
States  operated  in  the  waters  of  the  western  Medi- 
terranean to  carry  out  anti-submarine  attacks  us- 
ing carrier-based  aircraft. 

During  the  6-month  period  also,  several  new 
weapons  were  added  to  free  Europe's  defense 
potential.  The  first  United  States  pilotless- 
bomber  scjuadron,  equipped  with  B-61  Matadors, 
was  assigned  to  bases  in  Germany.  The  Matadors 
can  carry  light  atomic  loads  and  have  a  speed  of 
750  miles  per  hour.  The  British  Navy's  first  anti- 
submarine helicopter  squadron  was  put  into  op- 
erational service.     Canada  sent  additional  sabre- 


A  rwushroom  cloud  rising  from  an  atomic  artillery  shell  fired  from  the  United  States  Army^s  new  280-mm,. 
artillery  gun.  A  number  of  these  280-mm.  guns  have  been  sent  to  United  States  armed  forces  in  Europe 
to  strengthen  the  defence  potential  of  the  Western  alliance. 
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jets  to  reinfoi'ce  Canadian  Air  Force  bases  in 
Europe.  These  planes  will  replace  older  model 
jets.  United  States  artillery  units  in  Europe  were 
reinforced  by  additional  shipments  of  280-mm. 
guns  capable  of  handling  atomic  projectiles. 

Infrastructure:  Joint  Facilities 
for  NATO  Use 

"Infrastructure"  is  the  term  that  identifies  the 
jointly  financed  military  construction  program 
designed  to  provide  supporting  facilities  for  use 
in  NATO  combat  operations. 

Construction  programs  agreed  upon  by  all 
NATO  countries  through  June  30, 1954,  amounted 
to  $1.6  billion,  of  which  the  United  States  share 
was  $600  million.  It  is  estimated  that  total  infra- 
structure programs  through  1956  will  cost  about 
$2  billion,  of  M'hich  the  estimated  United  States 
contribution  will  be  $780  million.  About  half  of 
the  joint  funds  will  be  used  to  build  airfields.  A 
little  over  20  percent  will  be  used  for  signals  and 
communications  equipment,  and  the  remainder 
will  be  put  into  such  items  as  fuel  pipelines  and 
storage  systems,  fleet  facilities,  training  facilities, 
and  radar  installations. 

Much  progress  has  already  been  made  in  the 
actual  construction  of  these  basic  installations 
which  undergird  the  NATO  structure.  For  ex- 
ample, more  than  60  percent  of  the  telecommuni- 
cations projects  have  been  completed.  By  the 
end  of  1954,  about  75  percent  of  the  planned  air- 
fields will  be  operational,  and  another  15  percent 
will  be  finished  enough  to  permit  emergency  use. 
Portions  of  the  petroleum  pipeline  system  should 
also  be  available  for  use  this  year.  This  fuel  sys- 
tem takes  in  over  4,500  miles  of  pipeline  and  more 
than  400  million  gallons  of  storage  capacity  to 
assure  an  adequate  supply  of  jet  fuel  to  the  NATO 
air  forces. 

Infrastructure  projects  are  generally  open  to 
international  competitive  bidding,  and  the  United 
States  has  established  procedures  for  distribution 
of  procurement  information  by  the  Department 
of  Commerce  to  firms  in  this  country.  Many 
American  firms  have  already  been  successful  in 
obtaining  infrastructure  construction  contracts. 

Offshore  Procurement 
in  Friendly  Countries 

Under  the  offshore  procurement  program,  the 
United  States  purchases  in  friendly  countries  a 
portion  of  the  military  items  furnished  under  the 


mutual  security  program.  In  Europe,  these  off- 
shore purchases  help  to  develop  an  indigenous 
production  base  for  replacements,  spare  parts,  and 
ammunition  and  thus  increase  the  ability  of  the 
European  NATO  countries  to  maintain  their  de- 
fense establishments  without  outside  support. 

Offshore  procurement  contracts  placed  in 
Europe  during  the  fiscal  year  1954  amounted  to 
$378  million,  and  the  cumulative  value  of  such 
contracts  through  June  30,  1954,  was  $2.5  billion. 
Payments  for  deliveries  through  June  1954: 
reached  a  value  of  $673  million.  These  payments 
constituted  an  important  source  of  dollar  earn- 
ings for  Europe. 

As  a  general  policy,  offshore  procurement  con- 
tracts are  placed  with  a  view  to  helping  non- 
Communist  trade  unions  as  much  as  possible.  At 
least  minimum  standards  of  working  conditions 
and  wages  must  be  complied  with  in  plants  receiv- 
ing contracts.  A  preliminary  labor  survey  is  made 
of  each  plant  under  consideration,  and  the  results 
are  made  available  to  contracting  offices  for  their 
guidance  prior  to  the  award  or  any  contract. 

In  order  to  build  a  well-balanced  European  pro- 
duction base,  plans  for  offshore  procurement  con- 
tracts are  closely  coordinated  with  the  military 
production  programs  financed  by  the  European 
coimtries  themselves.  Such  coordinated  proce- 
dures have  been  developed  by  the  International 
Staff'  of  NATO  for  production  of  aircraft,  am- 
munition, artillery,  electronics,  and  ships. 

Weapons  of  Advanced  Design 

Under  the  mutual  security  program,  $50  million 
was  made  available  for  fiscal  year  1954  to  be  used 
to  accelerate  the  development  of  weapons  of  ad- 
vanced design.  Europe's  own  defense  funds  avail- 
able to  support  promising  scientific  developments 
in  military  items  are  limited.  The  United  States 
special  weapons  fund  is  being  used  to  speed  the 
completion  of  selected  projects  of  European  scien- 
tists which  give  promise  of  putting  better  military 
items  at  the  disposal  of  NATO  forces.  As  a  by- 
product of  our  assistance,  we  expect  to  receive  the 
right  to  the  use  of  these  developments  for  United 
States  defense  purposes  should  it  prove  desirable. 

After  intensive  studies  and  investigations  by 
Department  of  Defense  research  specialists,  and 
approval  by  the  President,  39  projects  for  accel- 
erated development  of  weapons  of  advance  design 
were  approved  during  fiscal  year  1954.  These 
projects  will  involve  United  States  expenditures 
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Corvettes  being  built  in  Italy  under  the  United  States  offshore  procurement  program.  These  ships, 
upon  completion,  will  add  to  NATO^s  naval  strength.  Offshore  purchases  of  militaty  items  in  Europe 
help  to  develop  an  indigenous  production  base  and  thus  increase  the  ability  of  the  European  NATO 
countries  to  maintain  and  supply  their  military  forces  without  outside  aid. 


of  $33  million.  Funds  for  these  projects  have 
been  allocated  by  the  Foreign  Operations  Admin- 
istration to  the  Department  of  Defense,  which 
has  been  assigned  responsibility  for  the  develop- 
ment and  administration  of  the  program. 

Facilities  Assistance 

for  Munitions  Production 

Through  the  foreign  military  facilities  assist- 
ance program,  the  United  States  is  participating 
with  Western  European  countries  in  the  expansion 
of  indigenous  capacity  for  production  of  muni- 
tions needed  for  defense.  The  facilities  assist- 
ance program  takes  into  consideration  the  diiE- 
culty  of  maintaining  sea  and  air  supply  lines  from 
the  United  States  to  Europe  in  the  event  of  hos- 
tilities, and  the  fact  that  the  American  produc- 
tion base  would  have  to  meet  the  needs  of  our  own 
United  States  forces. 


All  facilities  assistance  projects  undertaken 
during  fiscal  year  1954  related  to  increasing  the 
production  of  ammunition.  NATO  studies  have 
indicated  that  Western  Europe's  ammunition 
production  capacity  has  been  insufficient  to  sup- 
port wartime  requirements.  In  part,  this  defi- 
ciency stemmed  from  the  fact  that  the  ability  to 
produce  chemical  components,  such  as  propel- 
lants  and  explosives,  did  not  match  the  ability  to 
produce  metal  components,  such  as  projectiles, 
shell  cases,  and  fuses. 

Based  on  preliminary  surveys  made  last  Novem- 
ber by  American  industrial  engineers  working 
with  officials  of  the  United  States  Army  and  West- 
ern European  counti'ies,  certain  facilities  assist- 
ance projects  were  planned  and  approved  for  fur- 
ther development.  A  total  of  $47  million  was 
made  available  for  the  program  in  fiscal  year  1954, 
of  which  $26  million  was  committed. 
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The  effort  to  build  the  production  base  for  am- 
munition in  the  European  area  is  a  joint  one.  No 
projects  have  been  supported  by  the  United  States 
unless  the  participating  country  has  agreed  to 
finance  an  equitable  portion — averaging  slightly 
over  50  percent — and  has  further  agreed  to  main- 
tain in  condition  for  use,  if  required,  the  added 
production  capacity  and  all  pre-existing  capacity. 

U.  S.  Support  to 
European  Defense 

During  the  6  months  ended  June  30,  1954,  ship- 
ments of  military  weapons  and  equipment  to  our 
European  allies  amounted  to  slightly  over  $1.0 
billion.  The  value  of  military  materiel  shipped 
as  grant  aid  to  Europe  (excluding  Greece  and 
Turkey)  in  the  12  months  of  fiscal  year  1954 
was  $2.1  billion,  and  the  cimiulative  value  of  such 
shipments  totaled  $6.7  billion. 

The  United  States  signed  an  agreement  with 
the  British  Government  in  the  first  half  of  1954 


to  finance  the  procurement  of  $85  million  worth 
of  military  aircraft  which  are  to  be  manufactured 
in  the  United  Kingdom.  Tlie  planes,  v^^hich  are 
scheduled  to  be  delivered  by  mid-1955,  include 
Canberra  light  bombers.  Valiant  medium  bomb- 
ers, and  Swift  and  Hunter  day  fighters  and 
reconnaissance  planes.  These  aircraft  will  be  de- 
livered to  the  Royal  Air  Force  for  use  in  carry- 
ing out  the  United  Kingdom's  commitments  to 
defend  the  North  Atlantic  Treaty  area. 

An  agreement  was  also  signed  with  France  in 
accordance  with  which  the  United  States  will  fi- 
nance an  $85  million  program  providing  for  the 
production  in  France  of  mutually  approved  items 
of  ammunition,  artillery,  and  semi-automatic 
weapons  required  by  French  forces  for  defense  of 
the  North  Atlantic  Treaty  area. 

During  the  first  half  of  1954  also,  new  allot- 
ments of  funds  for  other  than  direct  military  pur- 
poses amounted  to  $132  million  and  were  made  to 
5  countries:  $59  million  to  Spain;  $30  million 


$  6.7  Billion  Worth  Of  Military  Weapons  And  Equipment 
Has  Been  Shipped  To  European  Countries 
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to  Yugoslavia ;  $20  million  to  Italy ;  $20  million 
to  the  United  Kingdom;  and  $3  million  to  the 
Federal  Republic  of  Germany.  All  of  these  al- 
lotments were  used  for  defense-support  purposes 
and  were  exclusive  of  allotments  for  the  purchase 
of  United  States  surplus  agricultural  commodi- 
ties under  Section  550.  Expenditures  for  the  half 
year  totaled  $337  million ;  the  bulk  of  this  amount 
represented  payments  against  authorizations 
issued  during  previous  fiscal  years. 

Counterpart  Funds  Used 
Mainly  for  Military  Purposes 

Each  European  country  receiving  defense-suji- 
port  assistance  deposits  in  a  special  account 
local  currency  equivalent  to  the  dollar  grant 
aid  jirovided.  These  deposits  are  known  as  coim- 
terpart  funds.  After  a  portion  ^  is  transferred 
for  United  States  use  to  cover  administrative  and 
other  local  expenses,  the  i-emaining  funds  are 
available  to  the  depositing  countries  to  finance 
country  programs  approved  by  the  United  States. 

Since  the  passage  of  the  Mutual  Security  Act  of 
1951,  progressively  larger  portions  of  the  total 
amount  of  counterpart  funds  released  from  the 
special  accounts  have  been  earmarked  for  direct 
military  purposes.  In  fiscal  year  1052,  28  percent 
of  the  total  releases  were  for  military  purposes; 
in  fiscal  year  1953,  the  proportion  rose  to  57  per- 
cent, and  in  fiscal  year  195-1,  the  proportion  was 
61  percent.  In  these  3  years,  a  total  of  $3.6 
billion  of  counterpart  funds  was  released  for  coun- 
try use,  of  which  46  percent  or  the  e([uivalent 
of  $1.7  billion  was  earmarked  for  military  pur- 
poses. These  funds  have  been  used  for  the  ])ri- 
duction  and  in-ocurement  of  major  materiel,  such 
as  combat  vehicles,  ammunition,  ships,  transport 
vehicles,  and  electronics  equipment.  They  also 
have  ruumced  the  pi'ocurement  of  military  cloth- 
ing and  su[)p]ies,  and  the  construction  of  military 
bases,  airfields,  and  otiier  defense  facilities. 

For  the  fiscal  year  ended  June  .".(t,  l'.)5l.  approved 
releases  from  E'ur<;pean  counterpart  funils 
amounted  to  the  equivalent  of  $1,046  million,  of 
which  $66!)  million  was  for  direct  military  pur- 
poses. The  principal  other  releases  during  the 
period  were  for  highways  and  bridges;  product iv- 


'Gcnorally.  ."  pi'i-coiit  of  coimtcrpart  funds  (Icpiisitcd 
to  iiialcli  ddlliir  .aid  olilitialed  prioi-  to  June  20,  10."2,  and 
10  iicrcent  aflci-  that  date. 


ity  projects;  electric,  gas,  and  power  facilities; 
and  land  reclamation  and  irrigation. 

The  poi'tion  of  counterpart  fmids  deposited  in 
fiscal  year  1954  which  was  reserved  for  the  use  of 
the  United  States  amounted  to  the  equivalent  of 
$78  million  (exclusive  of  any  foreign  currency 
sales  proceeds  under  Section  550).  These  funds 
were  deposited  in  United  States  Treasury  accounts 
overseas.  The  Foreign  Operations  Administra- 
tion and  any  other  United  States  Government 
agency  needing  foreign  currencies  for  administra- 
ti\'e  expenses  or  other  purposes,  purchase  the  re- 
quired currencies  from  U.  S.  Treasury  disbui-sing 
officers  with  appropriated  dollar  funds. 

Economic  Developments 

Western  Europe  Maintains 
Its  Economic  Progress 

Europe  held  fast  to  its  economic  gains  during 
the  first  half  of  1954  and,  in  many  instances,  went 
on  to  new  records.  Industrial  production  for  the 
January-June  period,  for  example,  was  7  percent 
higher  than  in  the  same  period  of  1953.  Agri- 
cultural production  for  the  1953-54  croj)  year  was 
estimated  to  be  about  5  percent  above  the  record 
levels  of  the  previous  crop  year.  The  volume  of 
trade,  both  intra-European  and  Math  the  rest  of 
the  world,  remained  at  high  levels.  Total  gold 
and  dollar  reserves  continued  to  rise.  Inflation- 
ary pressures,  in  general,  were  under  control. 
These  gains  are  particularly  significant  when  it 
is  considered  that  they  were  achieved  during  a 
period  of  economic  readjustment  in  the  United 
States. 

Despite  these  marked  improvements,  a  nmnber 
of  basic  economic  problems  continued  to  confront 
the  countries  of  Western  Europe.  Altiiough 
total  agricultural  production  was  22  percent  above 
the  prewar  level,  production  on  a  per  capita  basis 
was  up  only  8  percent.  The  rise  in  gold  and 
dollar  reserves  was  due  primarily  to  various  tem- 
porary factors  such  as  United  States  special  dolhir 
expenditures  in  Europe.  Moreover,  in  terms  of 
real  jnu-chasing  power  such  reserves  were  only 
about  half  of  prewar  levels.  A  lasting  dollar 
balance,  at  rising  levels  of  pioduction  and  con- 
suuqition,  without  reliance  on  e.xtraoi'dinary  dol- 
lar expenditures  and  restrictions  on  dollar  imjiorts, 
is  still  to  be  achieved. 
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Western  Europe's  Economy  Continued  To  Strengthen 
In  First  Half  Of  1954 


Industrial  Production  Hit  New  Peaks 
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None  of  these  qualifications,  however,  should 
obscure  the  very  real  economic  progress  that 
Western  Europe  has  made  in  recent  years.  There 
is  every  indication  that  most  European  countries 
have  successfully  passed  through  their  reconstruc- 
tion phase  to  a  period  of  renewed  economic  ex- 
pansion. The  current  favorable  economic  out- 
look provides  an  appropriate  opportunity  for  the 
nations  of  Western  Europe  to  take  basic  measures 
to  raise  consumption  and  production  levels  and 
generally  to  expand  their  economic  base.  Such 
steps  are  essential  if  better  living  conditions  are 
to  be  brought  to  a  wider  segment  of  the  European 
population. 


United  States  Loan  to  the 
Coal  and  Steel  Community 

In  the  European  Coal  and  Steel  Community, 
6  countries  of  Western  Europe — Belgium,  France, 
the  Federal  Republic  of  Germany,  Italy,  Luxem- 
bourg, and  the  Netherlands— have  established  a 
supranational  authority  with  broad  powers  of  a 
sovereign  nature  over  their  coal  and  steel  indus- 
tries. By  creating  a  single  market  for  coal  and 
steel  products  and  working  to  remove  restrictive 
business  practices,  the  Coal-Steel  Community  is 
helping  to  raise  efficiency  of  production  and  ex- 
pand the  volume  of  trade. 
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Since  inception  of  the  single  market  in  the 
s^jring  of  1953,  there  have  been  encouraging  in- 
creases in  coal  and  steel  trade  among  the  6 
countries.  In  1953,  the  first  year  of  the  single 
mai'ket  for  coal,  the  trade  in  hard  coal  among  thl^ 
Community  members  increased  by  19  percent  over 
1962,  despite  a  5-percent  decrease  in  consumption 
due  to  general  economic  conditions.  Steel  prices 
have  been  reduced.  Steel  price  schedules  which 
went  into  effect  early  in  1954  were  as  much  as  12 
percent  lower  than  previous  schedules.  True, 
much  of  this  price  decline  was  due  to  generally 
reduced  demand,  but  credit  must  also  be  given  to 
the  new  competitive  forces  put  into  action. 

The  United  States  agreed  in  April  to  make  an 
investment  loan  of  $100  million  to  the  Coal-Steel 
Community.  This  loan  will  be  administered  by 
the  Export-Import  Bank,  with  funds  provided 
under  the  Mutual  Security  Act  by  the  Foreign 
Operations  Administration,  and  will  be  repaid 
over  25  years  with  interest  at  3%  percent. 

The  Community's  executive  body,  the  High  Au- 
thority, will  use  the  $100  million  to  make  long- 
tenn  low-interest  loans  to  coal  and  iron  ore  enter- 
prises within  the  Community.  "^^Hiile  the  High 
Authority  does  not  direct  the  investment  policies 
of  individual  enterprises,  it  will  channel  these  loan 
funds  to  help  develop  facilities  for  more  efficient 
production  of  coal,  coke,  and  iron  ore;  to  provide 
additional  housing  for  miners;  and  to  construct 
and  modernize  power  stations  at  pit  heads  which 
will  be  able  to  use  low-grade  coal  more  economi- 
cally. By  conducting  these  loan  operations  and  by 
offering  credit  at  rates  below  those  prevailing  in 
Europe,  the  High  Authority  hopes  gradually  to 
bring  about  a  reduction  of  general  financing  costs 
and  to  stimulate  the  European  capital  mai-ket. 

The  Coal-Steel  Community  during  the  first  half 
of  the  year  continued  its  program  which  aims  to 
eliminate  monopolistic  cartels  and  excessive  con- 
centrations of  economic  power.  National  purchas- 
ing and  distribution  agencies  for  scrap  iron  were 
dissolved  in  France,  "West  Germany,  and  Italy.  A 
"cease  and  desist"  order  was  issued  to  a  large  coal- 
selling  organization  which  had  violated  the  treaty 
terms  by  preferential  allocations.  Negotiations 
were  also  continued  during  the  period  to  bring  the 
United  Kingdom  into  closer  association  with  the 
Conununity. 


EPU  Renewed  and 
Trade  Bars  Lifted 

At  a  meeting  of  the  Council  of  Ministers  of  the 
Organization  for  Eurojjean  Economic  Coopera- 
tion, held  at  Paris  in  May  1954,  general  agi-eement 
was  reached  on  the  basis  for  another  one-year 
extension  of  the  European  Payments  Union. 
Through  the  EPU  system,  national  trade  accounts 
of  the  European  member  comitries  and  their  asso- 
ciated monetary  areas  are  settled  on  a  multilateral 
basis,  rather  than  by  restrictive,  bilateral  agree- 
ments— that  is,  each  member  country,  through  the 
central  EPU  organization,  clears  its  foreign  ex- 
change, transactions  with  the  other  members  as  a 
group,  instead  of  with  each  country  individually. 
Thus,  currency  earned  anywhere  in  the  EPU  area 
can  be  used  to  pay  a  debt  arising  anywhere  in  the 
EPU  area.  Final  negotiations  for  extending  the 
EPU  for  another  12  months  were  completed  on 
June  30. 

An  important  aspect  of  the  EPU  renewal  was 
the  refinancing  of  about  70  percent  of  outstanding 
EPU  debts  and  claims.  Most  OEEC  members 
participated  in  a  voluntary  debt  consolidation 
which  will  be  liquidated,  generally  over  7  years, 
in  gold  or  convertible  currencies.  The  new  EPU 
agreement  also  considerably  simplified  the  pay- 
ments mechanism  by  eliminating  the  complicated 
payments  scales  and  providing  for  uniform  settle- 
ment on  a  straight  50-percent-gold,  50-percent- 
credit  basis. 

The  multilateral  system  of  trade  and  payments 
established  through  the  EPU  has  been  a  major 
factor  in  the  rapid  expansion  of  intra-European 
trade  in  recent  years.  The  volume  of  such  trade 
has  increased  by  one-third  since  the  establishment 
of  EPU  in  mid-1950. 

The  OEEC  countries  made  added  progress  dur- 
ing the  first  half  of  1954  in  abolishing  restrictions 
which  they  have  imposed  on  the  quantities  of  cer- 
tain commodities  that  may  be  imported  from  one 
another,  thus  "liberalizing"  their  trade.  Aus- 
tria removed  a  number  of  qiuita  restrictions  and 
raised  its  pi-oportion  of  liberalized  trade  from  50 
percent  to  the  required  75  percent  fixed  under  the 
European  Code  of  Liberalization.  France  in- 
creased liberalization  from  20  percent  to  52  per- 
cent, but  found  it  necessary  to  institute  a  .special 
temporary  tax  on  imports;  however,  it  undertook 
to  abolish  this  tax  as  soon  as  possible. 
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The  Council  of  OEEC  Ministers  in  May  estab- 
lished a  ministerial  group  to  examine  jDroblems 
which  would  arise  should  some  governments  make 
their  currencies  convertible  in  the  near  future. 
Closely  related  to  convertibility  is  the  matter  of 
removing  quantitative  restrictions  on  imports 
from  the  United  States  and  Canada.  OEEC 
studies  on  this  question  are  being  pursued  with 
greater  vigor.  In  its  May  meeting,  the  OEEC 
Council  requested  that  concrete  proposals  be  sub- 
mitted by  October  1954  with  respect  to  action  that 
might  be  taken  on  this  matter. 

Other  Programs  in  Europe 

Spain  Gets  Military  Aid 
and  Defense  Support 

Rapid  progress  was  made  in  both  the  military 
aid  and  defense-sujiport  programs  since  the  sign- 
ing of  the  agreements  between  the  United  States 
and  Spain  in  September  1953.    The  first  American 


shipment  of  military  weapons  to  Spain  was  made 
in  January,  and  additional  deliveries  followed  in 
subsequent  months. 

A  total  of  $85  million  was  made  available  in 
fiscal  year  1954  to  finance  essential  imports  of  raw 
materials  and  equipment  into  Spain.  These 
imports  were  being  used  for  rail  and  high- 
way improvement,  agricultural  development,  steel 
production,  electric  power  expansion,  and  other 
l^urposes  which  will  broaden  Spain's  economic 
base  for  military  cooperation.  Nearly  $15  mil- 
lion of  the  funds  available  was  used  to  purchase 
raw  cotton  under  the  provisions  of  Section  550  of 
the  Mutual  Security  Act.  The  peseta  proceeds  of 
this  cotton  sale,  as  well  as  the  major  portion  of 
the  counterpart  funds  generated  by  defense- 
supi^ort  aid,  is  being  used  to  finance  local  costs  of 
military  base  construction  in  Spain. 

xV  severe  drought  during  1953  severely  damaged 
Spain's  wheat  fields  and  caused  a  crop  loss  of  about 
1  million  tons.     On  top  of  this  loss,  frost  destroyed 
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Part  of  the  -first  shipment  of  military  aid  to  Spain.  The  Uiuted  States  made  avaUable  $226  million 
for  Spain  during  fiscal  year  195Jt,  after  concluding  hasic  agreements  with  the  Spanish  Government  for 
development  of  air  and  naval  hoses,  and  for  military  aid  and  defense-support  programs. 
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much  of  the  citrus  crop,  tliereby  reducing  Spain's 
foreign  exchange  earnijigs  from  this  important 
export  item.  The  Spanish  Government  purchased 
875,000  tons  of  wheat  with  its  own  resources. 
In  addition,  the  Foreign  Operations  Administra- 
tion took  tlie  lead  in  arranging  for  some  300,0(H) 
tons  of  surphis  wheat  of  tlie  Commodity  Credit 
Corporation  to  be  sent  to  Spain.  This  surpkis 
wheat  was  sold  to  Spain  at  world  prices;  tlie 
pesetas  received  are  being  used  by  the  Department 
of  Defense  and  other  United  States  agencies  for 
their  peseta  expenditures  in  Spain,  particularly 
for  the  miiltary  base  construction  program. 

Europe  Starts  New- 
Productivity  Projects 

In  accordance  with  agreements  between  the 
United  States  and  a  number  of  European  coun- 
tries, local  currency  counterpart  funds  and  some 
dollar  funds  have  been  set  aside  in  special  ac- 
counts to  be  used  to  stimulate  free  enterprise  in 
Europe  and  exi^and  European  economies.  These 
special  funds,  totaling  the  equivalent  of  $115.8 
million,  are  available  for  financing  specific  pro- 
ductivity projects  carried  out  by  the  Europeans 
themselves.  Generally,  the  projects  are  worked 
out  on  the  basis  of  recommendations  by  the  Coun- 
try Productivity  Center — an  organization  in  which 
management  and  labor,  the  farmer  and  the  con- 
sumer, are  joined  together. 

During  the  first  part  of  1954,  measures  were 
taken  in  several  countries  to  promote  one  of  the 
main  objectives  of  the  productivity  program : 
greater  output  which  will  lower  jirices  and  pass 
on  increased  benefits  to  the  workers.  In  France, 
free  labor  unions  and  management  organizations 
of  the  textile,  clothing,  and  shoe  industries  worked 
out  joint  progi'ams  for  raising  production  and 
wages  and  reducing  costs  to  the  consumer.  In 
Austria  and  Belgium,  principal  labor-manage- 
ment organizations  joined  in  similar  programs. 
In  Italj',  free  unions  and  management,  through 
consultations  in  tlie  i)roductivity  center,  ironed 
out  their  ditferences  with  regard  to  operation  of 
special  community  productivity  projects  and  took 
steps  to  get  the  projects  under  way. 


Tlie  European  Productivity  Agency  (EPA) 
has  been  making  an  important  contribution  to  the 
European  productivity  effort.  Tlie  EPA  was  al- 
lotted $2.5  million  in  dollar  funds  and  received  the 
equivalent  of  $7.5  million  in  contributions  from 
the  special  funds  of  its  member  countries.  The 
EPA  has  established  several  projects  in  manage- 
ment develo))ment,  marketing,  labor  education, 
and  industrial  relations.  While  some  American 
technical  advice  was  provided  in  these  productiv- 
ity programs,  the  main  leadership  was  supplied 
bj'  the  Europeans  in  the  OEEC  and  in  tlie  indi- 
vidual member  countries'  productivity  centers. 

Nearly  230,000  Emigrants  and 
Refugees  Moved  Out  of  Europe 

The  initiative  taken  by  the  United  States  in 
establishing  the  Intergovernmental  Committee  for 
European  Migration  (ICEM)  at  Brussels  in  1951 
has  produced  effective  results.  The  Migration 
Committee  now  has  24  member  governments  en- 
gaged in  helping  to  move  emigrants  and  refugees 
out  of  the  overpopulated  regions  of  Europe  to 
other  free  world  areas.  Italy,  Germany,  Austria, 
the  Netherlands,  and  Greece  are  the  areas  suffer- 
ing the  greatest  iDopulation  pressures.  An  esti- 
mated 3  million  persons,  who  are  unlikely  to  be 
absorbed  in  the  economies  of  these  countries  in 
the  foreseeable  future,  face  the  need  for  emigra- 
tion in  the  next  10  years. 

In  tlie  first  G  months  of  this  year,  64,500  persons 
were  moved  under  ICEM  auspices.  Since  1952, 
a  total  of  229,665  persons  have  been  moved  out  of 
Europe  to  Australia,  Canada,  Latin  America,  and 
the  United  States.  The  movement  in  May  1954 
totaled  14,048  people,  the  largest  monthly  total 
at-liieved  in  ICEM's  2!)  months  of  operations.  In 
the  liglit  of  the  liigii  rate  of  movement  in  tlie  first 
iialf  of  1954,  i)rosi)ects  are  good  tliat  tlie  goal 
of  118,400  persons  for  movement  in  all  of  1954 
will  be  met. 

ICEM  has  adopted  a  budget  for  1954  of  $40 
million.  Tlie  approjjriation  to  cover  the  United 
States  contribution  amounted  to  $7.5  million.  One 
lii'.lf  of  this  amount  iiad  been  paid  to  tlie  Com- 
mittee by  June  30,  1954;  the  other  half  is  avail- 
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able  for  contribution  during  the  second  half  of 
the  year.  In  addition,  $2.5  million  remained  avail- 
able from  unexpended  calendar  year  1953  funds 
for  further  contribution  in  1954,  subject  to  certain 
conditions  with  respect  to  the  volume  of  move- 
ment achieved  and  the  proportionate  contribu- 
tions received  from  other  governments. 

At  the  sixth  session  of  the  Migration  Committee 
at  Venice  in  the  fall  of  last  year,  the  Committee 
adopted  the  text  of  a  Constitution  which,  when  it 


comes  into  force,  will  give  the  Committee  a  more 
formal  status  and  an  anticipated  life-span  of  8 
to  5  years.  Acceptances  by  16  governments  are 
required  to  bring  the  Constitution  into  force. 
Through  June  30,  1954,  11  governments — Aus- 
tralia, Austria,  Canada,  Denmark,  Greece,  Israel, 
Italy,  the  Netherlands,  Paraguay,  Sweden,  and 
Switzerland  have  notified  the  Committee  of  their 
acceptance.  Acceptance  by  the  United  States  is 
under  consideration  by  the  Congress. 
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CHAPTER  III 


The  Near  East,  South  Asia, 

and  Africa 


The  16  independent  countries  of  the  Near  East, 
South  Asia,  and  Africa  which  are  linked  with  the 
mutual  security  jDrograni  ^  stretch  over  a  land  area 
of  5  million  square  miles,  nearly  twice  the  area  of 
the  United  States,  and  hold  some  700  million 
people,  30  percent  of  the  population  of  the  world. 
The  various  United  States  programs  in  the  area 
ha^e  one  central  objective :  to  assist  the  participat- 
ing countries,  within  the  limits  of  our  capabili- 
ties, to  malve  the  most  of  their  own  resources  and 
realize  their  latent  capacities  for  economic  and 
social  development. 

Previous  reports  to  Congress  have  pointed  out 
the  strategic  importance  of  the  region,  the  enor- 
mous crude  oil  reserves — over  55  percent  of  the 
world  total,  the  valuable  mineral  deposits — man- 
ganese, uranium,  chrome,  and  cobalt,  and  the  key 
waters  of  the  Dardanelles  and  the  Suez.  It  is  no 
secret  that  the  Soviets  look  upon  these  rich  assets 
with  a  coveting  eye,  and  it  is  equally  apparent 
that  their  loss  would  most  seriously  weaken  the 
f  i-ee  world.  To  help  keep  these  sources  of  strength 
secure,  therefore,  the  United  States  is  rendering 
military  aid  to  certain  governments  of  the  area 
which  wish  to  build  their  defenses  against  aggres- 
sion and  be  allowed  to  develop  their  economic  and 
political  institutions  in  their  own  best  interests 
M'itliin  an  independent  framework. 

$841  Million  Programmed  in  12  Months. — 
Funds  programmed  under  the  fiscal  year  1954 
mutual  security  program  for  the  Near  East,  Soutli 
Asia,  and  Africa  totaled  $840.9  million.    Funds 


' /n  the  Near  East:  Egypt,  Greece,  Iran,  Israel,  Iraq, 
Jordan,  Lebanon,  Turkey,  Saudi  Arabia.  In  Soiitli  AKia: 
Affihani.stan,  India,  Nepal,  Pakistan.  In  .4/rico.' Etbiopia, 
Liberia,  Libya.  In  addition,  certain  European  overseas 
territories  in  Africa  are  included. 


programmed  for  military  assistance,  direct  forces- 
support,  and  defense-support  totaled  $541.7  mil- 
lion, with  Greece  and  Turkey  receiving  the  major 
portion;  these  funds  also  included  $34.5  million 
for  defense-support  for  Pakistan. 

For  develoi^ment-assistance  programs,  $208.6 
million  was  programmed  for  the  12-month  period, 
of  which  Afghanistan  received  $1.5  million,  India 
$60.5  million,  Iran  $71.5  million,  Israel  $52.5  mil- 
lion, Jordan  $8.2  million,  Lebanon  $6.0  million, 
Libya  $385,000,  and  the  African  overseas  terri- 
tories of  Western  Europe  $8.0  million.  Of  the 
remaining  $90.6  million,  $75.6  million  was  pro- 
grammed for  technical  cooi^eration,  and  $15.0 
million  for  the  Palestine  Refugee  Program. 

Military  Aid  and  Defense 
Measures 

There  were  a  series  of  actions  during  recent 
months  which  gave  good  hope  that  the  free  nations 
whose  interests  are  associated  with  the  general 
area  of  the  Near  East  are  realizing  with  greater 
concern  the  necessity  of  mutual  action  to  shore  up 
their  defenses  against  hostile  military  and  political 
pressures. 

The  United  States  has  recognized  that  any  effec- 
tive solution  to  the  problem  of  strengthening  re- 
gional defense  in  this  area  of  the  world  must 
spring  from  within  the  area  itself.  The  willing- 
ness of  the  United  States  to  lend  its  support,  how- 
ever, has  been  an  important  element  in  promoting 
this  needed  initiative,  inasmuch  as  the  nations  con- 
cerned are  aware  that  collective  defense  efforts 
must  lie  backed  by  adeciuate  military  i'i|ni|)ni('nt 
and  training  in  order  to  be  successful. 
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United  States  inineJayers  being  turned  over  to  Greece  under  the  mutual  security  program  to  help 
strengthen  the  Greek  Nary.  A  valuable  viemier  of  the  Westerti  alliance,  Greece  is  continuing  its  efforts 
to  develop  its  armed  forces  in  accordance  with  NATO  standards. 


In  February  1954,  Pakistan  was  added  to  the 
number  of  nations  which  receive  military  assist- 
ance under  the  mutual  security  program.  Tlie 
United  States  agreed  to  supply  this  assistance  in 
response  to  a  request  by  the  Pakistani  Government. 
It  was  made  clear  that,  as  provided  under  mutual 
security  legislation,  the  equipment  and  services 
furnislied  will  be  used  solely  for  the  purpose  of 
internal  security  or  legitimate  self-defense  and 
will  not  be  used  to  undertake  any  aggression 
against  anotlier  luition.  Pakistan  also  agreed 
to  cooperate  with  the  United  States  in  measures 
designed  to  control  trade  with  nations  that 
threaten  the  maintenance  of  world  peace. 

The  military  assistance  agTeement  does  not  es- 
tablish a  military  alliance  between  the  two  coun- 
tries, nor  does  it  j^rovide  for  the  use  of  military 
bases  in  Pakistan.  Final  signatures  to  the  agree- 
ment were  completed  in  May. 


Another  encouraging  step  toward  area  stability 
was  taken  when  Turkey  and  Pakistan  signed  a 
pact  in  April  which  provides  for  consultation  on 
problems  of  mutual  interest,  including  problems 
of  defense.  The  way  was  left  open  for  the  acces- 
sion of  otlier  states  whose  participation  is  con- 
sidered useful  for  achieving  the  objectives  of  the 
pact.  This  agreement  represented  the  first  suc- 
cessful effort  by  nations  within  tlie  area  to  provide 
tlie  framework  for  a  regional  defense  system. 

Another  country  in  the  Near  East,  South  Asia, 
and  Africa  region  became  eligible  for  military  aid 
when  Iraq  signed  the  necessary  bilateral  agree- 
ments with  the  United  States  in  April.  In  addi- 
tion to  Pakistan  and  Iraq,  the  United  States  is 
extending  grant  military  assistance  to  Greece, 
Turkey,  Iran,  and  Ethiopia.  Military  aid  ship- 
ments to  the  region  as  of  June  30,  1954,  amounted 
to  $953  million;  63  percent  of  tlie  total  was  sup- 
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plied  to  the  Army  establishments,  16  percent  to 
the  Navy  and  21  percent  to  the  Air  Force. 

Greece  and  Turkey  have  continued  their  efforts 
to  develop  their  forces  in  accordance  with  NATO 
standards.  The  Greek  Government  has  been  mak- 
ing an  intensive  study  of  its  military  requirements 
with  a  view  to  assessing  the  balance  which  Greece 
should  strike  between  its  commitments  for  main- 
taining a  high  level  of  military  effort  and  the  need 
to  avoid  further  increases  in  its  defense  budget,  so 
that  Greek  economic  stability,  which  has  been  so 
recently  achieved,  will  not  be  threatened. 

Prime  Minister  Menderes  of  Turkey  visited  the 
United  States  shortly  after  the  May  elections  in 
whicli  his  government  won  an  overwhelming 
majority,  and  reemphasized  the  good  will  which 
exists  between  the  two  countries.  During  the 
visit  of  the  Prime  Minister,  it  was  agi'eed  that 
United  States  deliveries  of  weapons  and  equip- 
ment for  the  Turkish  military  establishment 
would  be  accelerated.  In  June,  an  additional 
allotment  of  $30  million  was  made  to  provide 
Turkey's  armed  forces  with  such  items  as  jet  fuel, 
lubricants,  tires  and  batteries,  and  clothing. 

The  United  States  registered  with  the  United 
Nations  in  May  an  agreement  concluded  with 
Ethiopia  which  provides  for  the  utilization  of  a 
site  in  Eritrea  for  United  States  Army  communi- 
cations facilities.  The  visit  of  Emperor  Haile 
Selassie  to  the  United  States  in  June  gave  further 
indication  of  the  cordial  relationships  which  exist 
between  the  United  States  and  Ethiopia. 

Near  East  Development 

Greece  and  Turkey 
Broaden  Their  Economies 

Greece  and  Turkey,  on  guard  in  the  eastern 
Mediterranean,  are  both  carrying  out  extensive 
economic  stabilization  and  development  programs 
in  conjunction  with  their  strong  military  efforts. 

Greece^  destitute  and  torn  by  Communist  insur- 
gents only  a  few  years  ago,  has  made  long  strides 
toward  achieving  a  stronger  economic  base.  The 
country's  main  economic  indicators  have  all  ex- 
hibited marked  improvement.  Industrial  pro- 
duction has  risen  66  percent  over  prewar  levels; 
agricultural  output  has  risen  42  percent. 

The  energetic  efforts  of  the  Greek  people  have 
been  supplemented  since  1947  by  United  States 
economic  development,  defense-support,  and  tech- 


nical exchange  programs.  In  addition  to  furnish- 
ing raw  materials  and  machinery,  the  United 
States  has  helped  to  finance  basic  development 
[)r()jects  of  the  Greek  (iovernment.  These  have 
included  an  integrated  national  electric  power 
system,  land  and  water  resources  improvement, 
an  $80  million  industrial  loan  program,  and  proj- 
ects in  mining,  highways,  railroads,  education, 
and  health.  The  first  major  unit  of  the  new  na- 
tional power  system  was  placed  in  operation 
during  the  first  half  of  195-1,  and  the  entire  system 
is  scheduled  for  completion  by  the  end  of  the  year. 

As  the  Greek  economy  has  strengthened.  United 
States  support  funds  have  tapered  off.  Defense- 
support  funds  for  Greece  have  been  reduced,  on 
a  fiscal  year  basis,  from  $179  million  in  1952  to 
$80  million  in  1953,  and  $21  million  in  1954. 

Greece  still  faces  serious  problems  of  overpop- 
ulation, underemployment,  and  unemployment. 
Inflation  remains  a  cause  for  concern,  and  pro- 
ductivity is  extremely  low.  In  an  effort  to  over- 
come these  problems,  the  Greek  Government  has 
taken  rigorous  measures  to  reduce  deficit  spending 
and  bring  the  fiscal  situation  into  balance.  The 
current  budget  will  show  a  small  surplus  instead 
of  the  usual  deficit.  Tax  receipts  are  being  col- 
lected at  a  rate  about  20  percent  in  excess  of  last 
year.  These  accomplishments  have  been  achieved 
in  the  face  of  increased  military  costs  and  heavy 
unexpected  expenditures  necessitated  by  disas- 
trous earthquakes  in  the  Ionian  Islands  in  Au- 
gust of  1953,  and  in  the  Thessaly  Plains  in  early 
1954. 

Turkey''s  economic  program  looks  toward  the 
rapid  development  of  home  industries  to  expand 
exports  or  produce  more  of  the  commodities  cur- 
rently being  imported.  Tui'key's  economy  has 
grown  rapidly  in  recent  years,  particularly  in  the 
sector  of  agriculture.  Agricultural  exports  of 
wheat,  cotton,  and  tobacco  have  risen  substantially 
in  volume. 

Despite  these  improvements,  the  country  is  still 
largely  underdeveloped.  Inflationary  pressures 
have  continued  to  mount  in  recent  months.  High 
defense  expenditures  and  an  ambitious  domestic 
development  program  have  caused  a  rapid  expan- 
sion of  purchasing  power  within  the  country  which 
has  not  been  accompanied  by  a  commensurate  in- 
crease in  the  supply  of  consumer  goods.  The  Gov- 
ernment has  been  running  consistent  deficits  in 
its  international  trade  and  payments.  Tui'key's 
basic  problem  at  present  is  how  to  support  its  large 
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Defense  Spending  Takes  A  Large  Slice  Of 

Turkish  Government  Expenditures 

Budget  Expenditures 
For  Fiscal  Year  1954" 
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^^ Military    Purposes^ 

$820  Million 

(In  Dollar  Equivalents) 
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defense  forces,  whose  requirements  exceed  the 
country's  own  resources,  and  at  the  same  time 
proceed  with  the  extensive  development  measures 
needed  to  expand  its  economic  base. 

During  the  first  half  of  1954,  $46  million  was 
made  available  to  Turkey  for  defense-support 
projects.  These  funds  were  being  used  primarily 
for  financing  procurement  of  machinery  and 
equi]5ment  wliich  will  increase  hydroelectric  power 
in  the  country's  chief  industrial  areas,  for  de- 
veloping the  national  highway  system,  and  for 
improving  grain  storage  and  handling  facilities. 
Steps  have  also  been  taken  to  provide  needed 
equipment  and  supplies  for  agricultural  and  min- 
eral resources  development,  and  for  development 
of  private  manufacturing. 

Particularly  significant  in  recent  months  were 
the  concrete  steps  which  the  Greek  and  Turkisli 
governments  took  to  encourage  the  inflow  of  for- 
eign private  capital.  Both  countries  have  passed 
investment  laws  which  deal  liberally  with  the  re- 
patriation of  earnings  of  foreign  risk  capital. 
The  Turkish  Government,  for  example,  in  March 
1954  passed  legislation  which  opened  up  the  de- 
velopment of  petroleum  and  mineral  resources  to 
private  enterprise,  both  foreign  and  domestic. 

United  States  economic  advisers  under  the  mu- 
tual security  program  have  played  an  important 


role  in  assisting  the  two  governments  to  work  out 
the  technical  aspects  of  their  liberalized  invest- 
ment laws  and  in  providing  advisory  services  to 
businessmen  interested  in  private  investment  op- 
portunities. 

Iran  Gets  More  Supplies 
and  Technical  Help 

When  the  Iranian  Government  requested  United 
States  help  in  averting  economic  disaster  in  Au- 
gust 1953,  the  President  quickly  authorized  a  grant 
of  $45  million  for  emergency  economic  assistance. 
In  the  first  half  of  1954,  an  additional  $15.5  million 
was  provided  to  maintain  the  flow  of  essential 
imports.  These  emergency  funds  were  used  to 
finance  imports  of  materials  vital  to  the  Iranian 
economy,  such  as  sugar,  drugs,  cement,  textiles, 
machinery,  and  repair  parts.  Sugar  particularly 
was  in  short  supply,  and  100,000  tons  were  deliv- 
ered to  Iran  between  November  1953  and  February 
1954 ;  another  50,000  tons  were  purchased  in  June 
1954  for  fall  delivery  to  meet  Iran's  annual  needs. 
Sales  of  these  imported  commodities  in  Iran 
helped  provide  the  Government  with  the  local 
currency  needed  to  meet  its  operating  costs. 

The  support  of  the  United  States  through  the 
mutual  security  program  has  helped  the  Govern- 
ment of  Iran  to  restore  a  good  measure  of  eco- 
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nomic  and  political  stability  to  the  country.  Na- 
tional elections  were  held  early  in  1954,  and  nego- 
tiations toward  the  settlement  of  the  oil  industry 
problem  were  reopened  Avitli  good  prospects  for 
success. 

The  technical  cooperation  and  development- 
assistance  programs  in  Iran  are  designed  to  rem- 
edy basic  wealjnesses  in  the  country's  economic  and 
social  structure.  For  the  12-month  period  ended 
June  30,  1954,  $24  million  was  obligated  for  48 
joint  projects  in  health,  agriculture,  education, 
industry,  communications,  and  public  administra- 
tion. The  Iranian  Government  has  participated 
fully  in  these  projects,  and  has  provided  the  equiv- 
alent of  more  than  $18  million  from  its  own 
meager  resources  to  joint  technical  cooperation 
undertakings  since  1952. 

The  sharing  of  our  skills  and  knowledge  with 
Iranian  farmers  and  technicians  has  helped  to 
produce  some  striking  results.  Improved  agri- 
cultural methods  instituted  through  the  technical 
cooperation  program  have  helped  to  increase  pro- 
duction of  wheat  and  rice.  Training  of  agricul- 
tural extension  workers  has  strengthened  the 
country's  new  "county  agent"  system. 

Effective  malaria-control  measures  carried  out 
by  the  Iranian-United  States  Public  Health  Co- 
operative in  Ii'an's  42,000  villages  have  virtually 
overcome  the  country's  number  one  health  prob- 
lem. The  incidence  of  malaria  has  been  reduced 
in  the  heavily  affected  areas  from  more  than  50 
percent  to  less  than  5  percent.  Iran's  new  village 
councils  are  receiving  technical  advice  on  meth- 
ods to  improve  village  bathhouses,  water  systems, 
and  sanitary  facilities. 

Five  American  universities  under  contract  with 
the.  Foreign  Operations  Administration  are  cur- 
rently participating  in  Iranian  projects  for  agri- 
cultural and  educational  improvement.  Our  joint 
projects  in  tlie  country  have  earned  the  apprecia- 
tion and  public  connnendation  of  Iranian  officials 
and  the  Iranian  people,  and  their  increasing  sup- 
port reflects  the  effectiveness  of  our  technical  co- 
operation measures. 

Israel  Makes 
Steady  Gains 

The  Israel  economy,  though  still  far  from  self- 
sustaining,  has  made  considerable  progress  toward 
stabilization.  Expanded  production,  the  operation 
of  financial  and  monetary  controls,  and  the  ces- 
sation of  government  inflationary  financing  have 


helped  to  improve  domestic  economic  conditions. 
General  stability  has  also  been  helped  by  a  level- 
ing off  of  population.  There  is  no  longer  any 
substantial  net  immigration  into  the  country. 

As  conditions  have  improved,  the  mutual  se- 
curity program  in  Israel  has  shifted  from  emer- 
gency supply  to  basic  development  projects,  and 
the  amounts  of  grant  funds  have  been  gradually 
reduced.  In  fiscal  year  1953,  almost  35  percent 
of  Israel's  total  imports  were  financed  by  United 
States  grants;  in  fiscal  year  1954,  only  about  20 
percent  was  so  financed.  It  is  anticipated  that  the 
amount  in  fiscal  year  1955  will  be  even  less.  The 
counterpart  funds  arising  from  the  grant  pro- 
grams have  been  a  principal  means  of  financing 
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the  Israeli  Jevelopment  program.  Nearly  half  of 
the  Government" s  development  budget  is  financed 
from  these  funds. 

Despite  the  gradual  reduction  in  the  quantities 
of  supply  items  furnished,  Israel  still  requires 
substantial  aid  in  this  category.  Of  the  $52.5  mil- 
lion made  available  for  fiscal  year  1954,  over  $32 
million  v\as  used  to  finance  impoi'ts  of  food,  fuel, 
fertilizer,  essential  raw  materials,  and  agricul- 
tural and  industrial  machinerj\  The  remainder 
was  used  primarily  for  development  projects  in 
agriculture,  industry,  and  mining. 

The  bulk  of  the  $1.5  million  in  technical  coop- 
eration funds  programmed  for  Israel  in  fiscal  year 
1964,  was  used  for  projects  in  agriculture  and 
natural  resources.  Only  about  one-fourth  of 
Israel's  total  land  area  is  cultivable,  and  less  than 
two-thii'ds  of  this  cultivable  land  is  actually  being 
used.    There  are  also  large  areas  of  potential  graz- 


ing land.  American  range-management  special- 
ists assisted  the  Government  of  Israel  during  the 
first  part  of  1954  in  measures  to  expand  rangeland 
acreage.  About  6,000  acres  of  land  were  reseeded 
over  the  winter  months,  and  plans  wei'e  developed 
to  institute  modem  water-spreading  techniques  in 
37,500  acres. 

Arab  Slates  Are 

Beset  by  Many  Problems 

Over  .'55  million  people  live  in  the  5  Arab 
States  of  the  Near  East — Egypt,  Iraq,  Jordan, 
Lebanon,  and  Saudi  Arabia — which  participate 
in  the  joint  technical  cooperation  programs. 
These  people  in  general  suffer  from  recurring  food 
shortages,  debilitating  diseases,  and  lack  of  educa- 
tional opportunities.  The  rural  population, 
which  ranges  from  60  to  80  percent  of  the  total 
population  in  the  area,  is  grossly  underemployed 
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and  lives  largely  at  the  subsistence  level.  Income 
per  capita  is  low  and,  in  some  places,  is  declining. 
In  Egypt,  for  example,  per  capita  national  in- 
come is  now  less  than  it  was  in  the  1920's. 

The  great  rivers  of  the  area — the  Nile,  Tigris, 
Euphrates,  Jordan,  and  Litani — and  numerous 
smaller  streams,  if  properly  harnessed,  could  ir- 
rigate millions  of  acres  of  land.  In  addition,  the 
meat-producing  capacity  of  the  Bedouin-nomad 
areas  could  probably  be  doubled  by  introducing 
up-to-date  range  and  livestock  practices.  An  effec- 
tive educational  system  would  help  develop  the 
skills  needed  to  achieve  a  fuller  utilization  of  the 
land  and  water  resources  and  other  assets  of  the 
area. 

There  are  many  good  opportunities  for  building 
healthier,  self-sustaining  economies  in  the  Arab 
countries,  but  unfortunately  the  forces  of  progress 
must  struggle  forward  in  an  atmosphere  charged 
with  bitter  tensions.  Outstanding  is  the  deep- 
rooted  strife  between  Arab  and  Israeli.  The  nega- 
tive factors  in  the  area  many  times  seem  to  baffle 
solution.  They  put  a  heavy  checkrein  on  economic 
and  social  advance  and  call  for  the  utmost  patience 
and  persistent  endeavor  over  an  extended  period 
of  time.  It  is  imperative,  nevertheless,  in  the  in- 
terests of  the  Arab  people  themselves,  as  well  as 
for  the  sake  of  free  world  security,  that  develop- 
ment efforts  already  instituted  by  the  countries 
of  the  region  be  continued  and  enlarged.  Aban- 
donment of  these  efforts  and  prolongation  of  exist- 
ing antagonisms  can  benefit  only  those  who  seek 
the  destruction  of  all  independence,  religion,  and 
culture  in  the  Near  East. 

Palestine  Refugees. — The  plight  of  the  Arab 
refugees  who  left  or  were  forced  from  their  former 
lands  in  Palestine  remains  a  major,  unsettled  prob- 
lem of  the  area.  Resettlement  of  these  900,000  ref- 
ugees, almost  a  half-million  of  whom  ai'e  located 
in  the  impoverished  country  of  Jordan,  is  a  for- 
midable and  complicated  task.  The  United  Na- 
tions Relief  and  Works  Agency,  to  which  the 
United  States  has  contributed  $128.5  million  to. 
date,  including  a  contribution  of  $15  million  to  the 
fiscal  year  1954  program,  has  been  providing  food 
and  medical  services  to  these  refugees  and  work- 
i  ng  on  means  whereby  the  refugee  population  may 
become  self-supporting.  Some  250,000  Arabs  are 
still  living  in  UNRWA-supervised  camps.  Obvi- 
ously, these  camps  can  provide  only  a  temporary 
alleviation  of  the  refugee  problem,  since  unavoid- 


able congestion  and  prolonged  subsistence  on 
rations  lead  naturally  to  increased  dissatisfaction 
and  loss  of  individual  incentive. 

Reintegration  into  a  normal  pattern  of  life  is 
dependent  to  a  large  extent  upon  the  creation  of 
new  opportunities  which  will  provide  sustenance 
and  a  means  of  livelihood  to  these  thousands  of 
liomeless  people. 

As  one  means  of  creating  these  opportunities,  a 
comprehensive  unified  plan  for  development  of  the 
Jordan  River  Valley  was  prepared  by  an  American 
engineering  firm,  working  under  the  direction  of 
the  Tennessee  Valley  Authority  and  at  the  request 
of  UNRWA.  The  proposed  plan  provides  for 
the  irrigation  of  about  225,000  acres  of  land  in 
Israel,  Jordan,  Syria,  and  Lebanon,  and  for  the 
production  of  1.4  billion  kilowatt-hours  of  power 
annually. 

Mr.  Eric  Johnston,  as  a  Special  Representative 
of  the  President,  during  October  1953  discussed 
the  plan  for  coordinated  development  of  the  area 
with  statesmen  of  the  4  countries  concerned.  Fol- 
lowing those  confei'ences,  the  plan  was  reviewed 
in  detail  by  country  officials  and  engineers.  Mr. 
Johnston  returned  to  the  Near  East  in  June  1954 
for  further  discussions  on  proposals  developed 
independently  by  the  Arab  States  and  by  Israel. 

This  second  round  of  talks  gave  encouragement 
to  the  belief  that  plans  for  integrated  development 
of  the  Jordan  Valley  will  bear  fruit.  Final  deter- 
minations were  not  sought,  but  the  conversations 
served  materially  to  define  an  area  of  agreement 
upon  which  a  mutually  acceptable  development 
program  may  be  formulated. 

During  the  period  under  review,  a  survey  was 
completed  for  siphoning  water  into  the  Sinai 
Peninsula.  This  project  is  designed  to  make  pos- 
sible the  resettlement  in  Egypt  of  60,000  refugees. 
The  financing  required  for  the  actual  construction 
work  was  earmarked  in  1953  out  of  funds  avail- 
able to  UNRWA. 

Food. — Of  all  the  problems  which  face  the  peo- 
ple in  the  Arab  States,  perhaps  the  most  pressing 
is  that  of  chronic  food  shortages.  The  United 
States  aid  progi'am  for  the  area  has  consequently 
placed  greatest  stress  on  more  effective  utilization 
of  land  and  water  resources  and  on  better  agricul- 
tural practices.  The  erosion  and  waste  of  years  of 
land  neglect  cannot  be  remedied  in  a  year  or  two, 
but  gradual  progress  is  being  made. 
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In  Iraq,  plans  are  being  formulated  under  di- 
rection of  the  Iraq  Development  Board  to  provide 
water  by  1961  for  one  million  acres  of  new  land 
and  supplemental  water  for  another  million  acres 
now  under  cultivation.  The  United  States  repre- 
sentative on  the  Iraqi  Board,  and  American  recla- 
mation and  agricultural  experts,  are  assisting  in 
the  planning  of  dams,  irrigation  systems,  hydro- 
electric installations,  and  flood-control  works.  In 
order  to  put  farmers  on  the  reclaimed  areas,  Iraq 
enacted  a  liberal  homesteading  law,  and  2,500 
settlers  are  already  on  new  land.  United  States 
technicians  are  training  Iraqi  officials  in  various 
phases  of  this  program  which  gives  fresh  hope 
and  incentive  to  sharecropping  peasants. 

In  addition  to  the  land  settlement  measures  in 
Iraq,  the  agricultural  extension  service  is  being 
developed  at  a  fast  rate.  Already  50  trained  Iraqi 
county  agents  are  working  in  tlie  field  under 
American  extension  supervisors,  and  a  permanent 
schedule  for  training  more  agents  has  been  es- 
tablished. An  extensive  poultry  improvement 
project  was  also  initiated  in  Iraq  during  the 
period.  Baby  chicks  for  breeding  purposes  have 
been  distributed  at  the  village  level  under  the  di- 
rection of  International  Voluntary  Services,  Inc. 

In  Jordan,  the  Government,  in  cooperation  with 
United  States  specialists,  has  established  250  acres 
of  demonstration  plots  for  42  varieties  of  grasses 
and  legumes  developed  through  water-spreading 
techniques.  About  5,000  acres  of  land  have  been 
made  productive  by  this  means;  some  3,000  aci-es 
of  this  reclaimed  area  have  been  seeded  to  grass, 
grain,  and  forage  crops. 

A  broad  agricultural  program  is  under  way  in 
Egypt  in  an  effort  to  relieve  pressure  on  the  land 
and  to  increase  food  supplies.  Egyptian  farmers 
were  given  30,000  bushels  of  hybrid  seed  corn  for 
the  1954  planting.  This  seed  was  grown  on  a  field 
demonstration  plot  last  year.  Approximately 
3,000  acres  in  the  Western  Desert  have  been  par- 
tially diked  for  water-spreading  and  seeded  to 
various  grasses  in  a  demonstration  of  rangeland 
development.  The  100,000  baby  chicks  donated 
by  American  farmers  last  year  have  been  used 
to  distribute  breeding-stock  and  eggs  throughout 
the  country  to  improve  poultry  strains. 

Assistance  has  been  provided  Lebanon  for  an 
irrigation  project  in  the  Kasmie  area,  in  the  north- 
ern part  of  the  country.  The  major  part  of  the 
project,  which  will  irrigate  12,500  acres  of  land 
on  completion,  is  being  undertaken  by  the  Gov- 


ernment of  Lebanon;  American  technicians  are 
aiding  in  the  construction  of  canals.  The  United 
States-financed  survey  of  the  Litani  Kiver,  to  ex- 
plore its  potential  for  irrigation  and  hydroelectric 
power,  was  completed  during  the  period,  and  the 
final  engineering  reports  were  being  prejDared.  It 
is  estimated  that  development  of  the  waters  of 
the  Litani  River  would  generate  168,000  kilowatts 
of  electric  power,  supply  over  100  villages  with 
water,  and  irrigate  50,000  acres  of  land. 

Health. — Debilitating  diseases  which  affect  so 
large  a  portion  of  the  Arab  population  present  a 
major  obstacle  to  economic  development.  Health 
facilities  and  trained  personnel  are  inadequate  in 
all  Arab  countries.  Jordan,  for  instance,  has  1 
doctor  for  each  6,000  people,  and  an  infant  mor- 
tality rate  of  135  per  1,000  live  births.  The  United 
States  has  1  doctor  for  each  750  people,  and  an 
infant  mortality  rate  of  29  per  1,000  live  births. 

Technical  cooperation  programs  for  the  Arab 
States  in  health  and  sanitation  are  designed  to  re- 
duce the  incidence  of  preventable  diseases,  and  im- 
prove environmental  health  conditions. 

In  Egypt,  a  mass  demonstration  program  is 
being  carried  out  to  show  how  a  chemical  agent 
can  eliminate  the  snails  which  act  as  hosts  to 
bilharzia,  an  enervating  disease  which  afflicts  a 
large  portion  of  Egypt's  population.  In  Jordan, 
considerable  advances  have  been  made  in  training 
local  pei'sonnel  to  take  over  operations  of  the  cen- 
tral laboratory.  In  the  past  6  months,  the  first 
11  student  nurses  completed  their  preclinical 
training. 

In  Iraq,  the  maternal  and  child  health  demon- 
stration and  training  center  at  Samawa,  which 
was  established  with  United  States  technical  co- 
operation, continued  to  turn  out  a  steady  number 
of  Iraqi  technicians  capable  of  caring  for  the 
mothers  and  children  seeking  the  services  of  the 
center.  American  personnel  and  facilities  were 
used  to  combat  a  malaria  outbreak  in  the  recently 
flooded  areas  along  the  Tigris  and  Euphrates 
Rivers. 

Education. — In  all  of  the  Arab  States,  a  broader 
base  and  better  quality  of  education  are  essential 
needs,  and  consequently  many  technical  coopera- 
tion measures  have  been  instituted  to  improve 
teacher  training,  and  vocational  and  technical  edu- 
cation. 

In  Iraq,  American  education  specialists  are 
helping  to  plan  a  modern  technical  vocational  in- 
stitute   at   Baghdad.     This    institute   will   train 


28 


Iraqi  teachers  in  basic  vocations  so  that  they  in 
turn  will  be  able  to  impart  to  other  Iraqi  the 
skills  required  for  the  country's  large  develop- 
ment program.  At  the  end  of  the  half  year,  8 
Iraqi  vocational  teachers  were  taking  advanced 
courses  at  Bradley  University  in  Illinois  in  prepa- 
ration for  their  teaching  duties  at  the  new  Bagli- 
dad  Institute.  In  Jordan,  a  new  trade  school  has 
lieen  completed  with  FOA  assistance.  Classes  in 
10  arts  and  crafts  are  now  being  conducted. 

In  the  6-month  period,  Lebanon's  Ministry  of 
Education  requested  assistance  in  vocational  edu- 
cation. This  in  itself  indicated  a  forward  step  in 
the  thinking  of  the  Ministry.  The  school  health 
conferences  and  English  language  classes  have  be- 
come a  firmly  established  part  of  the  Lebanese 
educational  program  and  are  being  expanded  so 
that  more  teachers  and  private  individuals  can 
participate. 

Business  and  Government  Practices. — Even 
though  the  technical  cooperation  program  has  put 
greatest  effort  in  the  basic  fields  of  agriculture, 
health  and  education,  attention  has  been  given  to 
projects  which  will  help  remedy  the  critical  short- 
age of  managerial  skills  which  holds  back  progress 
and  causes  inefficiency  and  waste  in  both  business 
and  government  operations. 

In  Lebanon,  for  example,  an  Industry  Institute, 
established  in  cooperation  with  the  Association  of 
Lebanese  Manufacturers,  is  a  going  concern  which 
is  conducting  laboratory  and  research  work  for 
local  industry.  Technical  services  are  offered  to 
private  business  enterpi-ises  on  a  fee  basis. 

In  Iraq,  an  American  firm  is  being  engaged  to 
study  industrial  development  possibilities  and 
recommend  industrial  methods  and  procedures. 
Projects  are  also  under  way  to  improve  fiscal  ad- 
ministration and  personnel  practices  in  the  gov- 
ernment. 

South  Asia:  The  Struggle  for 
Democracy 

The  lialf-billion  people  of  the  4  South  Asian 
countries  of  India,  Pakistan,  Afghanistan,  and 
Nepal  live  perilously  close  to  the  Communist  bor- 
ders, but  in  the  main  their  independent  govern- 
ments are  holding  firm  to  representative,  demo- 
cratic processes  in  the  pursuit  of  social  and 
economic  advancement.  These  4  countries  are 
undergoing  a  most  severe  test  in  the  formative 
stages  of  their  existence.     If  democratic  meth- 


ods do  not  produce  material  benefits  in  terms  of 
better  living  standards  for  the  gi-eat  body  of  their 
population,  mass  disillusionment  is  inevitable. 
The  United  States,  through  supplementary  aid 
and  technical  cooperation,  is  endeavoring  to  in- 
sure that  the  South  Asian  countries  are  successful 
in  their  current  efforts  to  meet  their  immediate 
development  goals  through  the  mechanisms  of 
representative  government. 

India  Pushes  Its 
Development  Effort 

India  is  today  the  world's  greatest  experiment 
in  democracy.  The  maintenance  of  Indian  demo- 
cratic institutions  depends  heavily  on  the  rate  of 
domestic  economic  progi-ess,  for  if  the  Indian 
people  should  feel  their  government  has  failed 
them,  the  residtant  despair  could  lead  to  national 
disintegration  or  totalitarianism.  The  present 
government  of  India  is  well  aware  of  its  tremen- 
dous responsibilities.  It  has  energetically  under- 
taken a  far-reaching  program  of  economic  develop- 
ment which  calls  for  the  full  utilization  of  the 
country's  material,  financial,  and  human  resources. 
United  States  assistance  measures  are  closely  cor- 
related with  this  comprehensive  program.  During 
the  6  months  under  review,  a  number  of  project 
agreements  were  signed,  and  virtually  all  avail- 
able funds  were  obligated  for  carefully  planned 
activities  worked  out  together  with  Indian  officials 
and  technicians. 

Food  production,  which  is  a  primary  target  of 
the  program,  has  already  risen  encouragingly, 
although  on  a  per  capita  basis  it  is  still  below  pre- 
war levels.  Food  output  in  the  crop  year  which 
ended  in  March  1954  was  6  million  tons  above  the 
level  of  1949-50,  the  base  year  for  agricultural 
planning.  Favorable  weather  was  the  most  im- 
portant single  factor  in  this  increase,  but  improved 
techniques,  more  than  200,000  tons  of  United 
States-supplied  fertilizer,  improved  irrigation 
and  cropping  methods,  and  the  use  of  better  tools 
made  a  major  contribution. 

To  support  India's  jilan  to  increase  total  irri- 
gated land  area  by  15  million  acres  in  5  years,  a 
program  to  construct  2.fi50  deep  iri'igation  wells 
was  undei'taken.  By  late  spring  of  1954,  some  900 
of  these  wells  had  been  drilled.  The  program  of 
well  construction  will  add  about  a  million  acres 
to  the  irrigated  area  when  completed.  Other 
large-scale  irrigation  projects  to  which  United 
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Food  Production  In  India  And  Pakistan 
Has  Not  Kept  Pace  With  Population  Rise 
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States  assistance  has  been  extended  will  irrigate 
about  5  million  more  acres.  It  is  expected  that 
these  measures  will  add  another  4  million  tons  to 
India's  annual  food  grain  jiroduction. 

The  community  development  and  national  ex- 
tension programs  are  now  reaching  over  37  million 
Indian  people.  The  stirring  story  of  growing 
community  development  in  India  can  be  only 
partly  told  in  terms  of  statistical  ineasurements. 
Such  data  do  not  convey  the  heart- warming  story 
of  the  community  spirit  which  has  taken  hold  in  so 
many  Indian  villages.  American  technicians  have 
played  a  large  part  in  showing  the  way  toward 
human  as  well  as  material  improvement. 


The  material  achievements,  however,  are  well 
worth  noting.  More  than  130,000  additional  acres 
of  land  have  been  brought  under  irrigation.  More 
than  60,000  acres  of  land  have  been  reclaimed. 
Improved  strains  of  cattle  have  been  introduced, 
and  over  a  million  cattle  have  been  inoculated  and 
vaccinated.  More  than  1,000  new  drinking  wells 
have  been  built,  and  approximately  8,000  rehabili- 
tated. Nearly  1,500  local  schools  have  been  started, 
and  3,700  adult  education  centers  opened.  To  pro- 
vide for  future  expansion  of  the  community  de- 
velopment program,  34  extension  training  centers 
are  now  in  operation  for  the  training  of  local  vil- 
lage-level workers. 

In  the  field  of  health,  the  malaria-control  pro- 
gram is  being  further  expanded  to  cover  125  mil- 
lion people  in  India.  Under  a  recent  agreement, 
a  village  and  community  sanitation  program  will 
be  carried  out  over  the  next  2  years  to  improve 
drinking  water  sources  and  sanitation  conditions 
in  10,000  villages  and  25  urban  communities. 

In  recognition  of  the  need  for  balanced  eco- 
nomic development  and  to  counter  growing  urban 
unemployment,  more  effort  in  the  program  was 
devoted  during  the  fiscal  year  1954  to  transporta- 
tion, power,  and  industry. 

The  United  States  has  undertaken  to  supply  100 
locomotives  and  5,000  freight  cars  which  will  help 
put  India's  railways  into  condition  to  meet  the 
demands  of  an  exjDanding  economy.  Assistance 
is  also  being  given  to  increase  electric  power- 
generating  capacity  in  the  States  of  Madras  and 
Rajasthan  to  fulfill  pressing  needs  for  power  for 
small-scale  irrigation  works  and  various  indus- 
trial undertakings. 

During  the  6  months  under  review,  marked 
progress  has  been  made  in  the  creation  of  an  In- 
dian private  industi'ial  development  corporation 
to  which  the  Government  of  India  will  make  avail- 
able rupee  funds  derived  from  the  sale  of  steel 
furnished  under  the  United  States  aid  program. 
Private  investors,  predominantly  Indian  citizens, 
are  believed  to  be  prepared  to  invest  a  total  of  $10 
million.  The  International  Bank  for  Reconstruc- 
tion and  Development  plans  to  extend  a  $10  mil- 
lion line  of  credit.  The  corporation,  which  should 
be  established  by  the  end  of  1954,  will  provide 
financing  and  also  technical  and  managerial  assist- 
ance to  promote  the  growth  of  private  industry 
in  India. 
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Pakistan's  Food 
Crop  Improves 

The  Governinent  of  Pakistan  announced  in 
April  1954  that  the  food  situation  had  improved 
to  such  an  extent  that  neither  the  remaining  un- 
shipped balance  of  the  700,000-ton  grant  of  Amer- 
ican wheat,  nor  the  300,000  tons  originally  re- 
quested for  a  wheat  reserve,  would  be  needed. 
Arrival  of  the  S.  S.  Remfang  in  Chittagong  on 
May  20,  1954,  brought  total  United  States-fi- 
nanced wheat  de'iiveries  to  610,976  tons.  The 
wheat  aid  progran  involved  94  voyages,  including 
56  of  American-fl;)'r  vessels.  The  full  cooperation 
of  the  Government  of  Pakistan  and  its  people  was 
in  evidence  throughout  the  emergency  program. 
In  addition  to  numerous  public  statements  of 
gratitude,  the  Pakistan  Government  has  offered  to 
contribute  to  the  cost  of  building  a  new  United 
States  Embassy  in  Karachi  "in  appreciation  of 
the  United  States  gift  of  wheat  last  year." 

Since  the  formation  of  Pakistan  in  1947,  Paki- 
stani leaders  have  aligned  themselves  consistently 
with  the  West  and  have  demonstrated  a  vigor  of 
leadership  which  augurs  well  for  the  future  of  the 
country.  In  its  first  6-year  plan,  initiated  in  1950, 
the  Pakistani  Government  recognized  the  overrid- 
ing need  to  develop  the  country's  land  and  water 
resources  to  attain  self-sufficiency  in  food  crops. 
At  the  same  time,  it  undertook  an  industrial  de- 
velopment program  to  mobilize  local  capital  and 
build  up  vital  consumer  and  capital  goods  indus- 
tries. 

The  United  States  progi'am  began  in  Pakistan 
in  early  1952  with  priority  given  to  agricultural 
production.  The  favorable  1954  harvest  in  pros- 
pect in  Pakistan,  though  attributable  mainly  to 
favorable  weather  conditions,  also  refllects  in  part 
the  benefits  produced  by  our  cooperative  efforts. 

Although  primary  program  emphasis  remained 
on  food  production — some  two-thirds  of  fiscal  year 
1954  funds  was  devoted  to  agricultural  develop- 
ment— more  attention  was  directed  during  recent 
months  to  the  industrial  base  of  the  country. 
United  States  technicians  completed  a  survey  of 
railroad  signal  practices  and  aided  in  planning  a 
diesel  school  and  in  establishing  better  techniques 
for  maintenance  and  repair  work.  Engineering 
assistance  was  provided  for  a  large,  modern  ferti- 
lizer factory,  scheduled  for  completion  in  1956.  A 
road-building  demonstration  and  training  proj- 
ect was  established  in  East  Pakistan.    Technical 


guidance  in  inventory,  accounting,  materials  han- 
dling, and  safety  standards  was  being  provided 
to  small  industries. 

The  programs  in  Pakistan  are  relatively  new, 
but  the  progi'ess  being  made  has  helped  engender 
a  feeling  of  greater  confidence  in  the  country  as 
a  whole  and  has  attracted  increased  domestic  pri- 
vate capital  into  industry.  Private  enterprise  has 
developed  new  woolen  mills,  additional  cotton  tex- 
tile capacity,  and  the  country's  first  modern  paper 
plant.  Currently,  however,  Pakistan  faces  diffi- 
cult economic  conditions.  Its  main  export  items, 
jute  and  cotton,  have  declined  sharply  in  value 
and  have  caused  heavy  losses  of  foreign  exchange. 
The  Pakistani  Government  has  been  forced  to  im- 
pose severe  restrictions  on  essential  imports  in 
order  to  maintain  economic  balance  in  the  country. 

Afghanistan  and  Nepal 

FOA  in  the  last  year  has  made  a  modest  begin- 
ning in  a  cooperative  development  program  with 
the  Government  of  Afghanistan.  In  order  to 
create  a  more  varied  and  stable  economy,  estab- 
lish nomads  on  newly  watered  land,  and  provide 
a  more  dependable  food  supply,  emphasis  has  been 
put  on  furnishing  technical  advice  for  the  develop- 
ment and  settlement  of  new  land  in  the  fertile 
Helmand  Valley. 

Within  the  last  year,  an  Afghan  organization 
has  been  established  to  administer  the  program  in 
the  region.  Hydrographic  and  climatological  sta- 
tions have  been  set  up,  and  operating  and  mainte- 
nance procedures  for  dams  and  irrigation  systems 
have  been  instituted.  Crops  are  being  grown  on 
12,000  acres  of  reclaimed  land,  and  provisions  are 
being  made  to  install  adequate  health  and  sanita- 
tion facilities  in  the  Helmand  Valley  area. 

In  addition  to  the  regular  technical  coopera- 
tion program,  during  the  first  half  of  1954  the 
United  States  provided  12,000  tons  of  surplus 
wheat  under  Section  550  of  the  Mutual  Security 
Act  to  tide  the  Afghans  over  a  period  of  grain 
shortage  prior  to  their  new  harvest. 

The  principal  emphasis  of  the  FOA  program  in 
Nepal  is  placed  on  agriculture  and  community  de- 
velopment. Improved  techniques  and  better 
seeds,  along  with  more  dependable  water  supplies, 
are  the  country's  main  agricultural  needs.  In 
order  to  bring  these  things  to  the  people,  a  pro- 
gram of  community  development  work  has  been 
undertaken  which  has  already  successfully  intro- 
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duced  numerous  new  varieties  of  seeds  and  plants, 
demonstrated  the  benefits  of  improved  agricul- 
tural practices,  and  trained  local  personnel  in  the 
manufacture  and  use  of  better  tools.  Small  irri- 
gation projects  are  under  way,  and  the  construc- 
tion of  10  deep  irrigation  wells  has  been  imder- 
taken. 

Malaria  is  Nepal's  greatest  health  problem. 
Malaria-control  teams  have  sucessf  ully  eliminated 
the  disease  in  a  number  of  areas  not  previously 
habitable,  but  potentially  quite  productive. 
Training  and  demonstration  in  public  health  and 
sanitation  are  brought  to  the  villagers  through  the 
community  development  program. 

Africa:  A  Land  of  Vast  Potential 

Africa  has  a  vast  potential  for  development  in 
terms  of  making  a  greater  contribution  to  the  free 
world  economy  and  of  achieving  higher  living 
standards  for  its  people.  The  continent  is  rich 
in  natural  resources  and  is  of  growing  importance 
to  the  United  States. 

The  territories  and  countries  of  the  continent 
lack  adequate  information  on  their  resources, 
however,  and  do  not  have  the  means  to  develop 
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them.  The  population  is  largely  dependent  on 
subsistence  agriculture  carried  on  with  primitive 
techniques,  and  the  levels  of  consumption  and 
production  are  extremely  low.  Though  there  are 
large  water  resources  for  power,  they  are  largely 
undeveloped.  The  diiBculty  of  access  to  the  in- 
terior slows  the  growth  of  trade  and  commerce. 
Throughout  much  of  Africa  there  is  a  maldistri- 
bution of  labor,  and  for  the  most  part  there  is  no 
skilled  labor  force.  Africans  are  further  hindered 
in  their  development  by  pests,  diseases,  malnutri- 
tion, and  an  unfavorable  climate. 

The  continued  production  and  availability  of 
needed  materials,  the  security  of  our  air  and  naval 
bases  in  Africa,  and,  in  the  event  of  war,  the  main- 
tenance of  key  lines  of  communication  depend  on 
the  existence  of  politically  stable  African  societies 
associated  with  the  free  world.  Stability  in  part 
depends  on  the  extent  to  which  the  aspirations  of 
the  peoples  of  Africa  are  realized,  and  the  extent 
to  which  they  acquire  the  technical  skills  and 
knowledge  essential  to  development.  Through 
our  assistance  programs,  we  are  in  a  position  to 
share  some  of  the  techniques  and  skills  developed 
in  this  country  but  suitable  to  Africa,  and  thus 
promote  the  interests  of  the  African  people  as  well 
as  our  own  interests  by  participating  in  the  devel- 
opment of  the  continent. 

The  Independent  Countries 

Ethiopia  Learns  New  Techniques. — The  major 
emphasis  of  the  technical  cooperation  program  in 
Ethiopia  has  been  on  the  development  of  the  agri- 
cultural resources  of  the  country  through  training 
Ethiopians  in  modern  agricultural  techniques. 
This  work  has  been  carried  out  largely  by  the 
Oklahoma  Agricultural  and  Mechanical  College. 
An  FOA  contract  with  this  college  was  recently 
extended  for  a  3-year  period.  In  the  spring  of 
1954,  ground  was  broken  for  the  construction  of 
tlie  Imperial  Ethiopian  College  of  Agriculture  and 
Mechanical  Arts.  This  college,  though  con- 
structed by  the  Ethiopian  Government,  will  be 
operated  by  Oklahoma  A.  &  M.  and  directed  by 
an  American,  as  president. 

Agreement  has  been  reached  with  the  Govern- 
ment of  Ethiopa  on  the  establishment  of  a  health 
clinic  and  training  school  at  Gondar.  In  the  field 
of  education,  new  text  books  have  been  prepared 
for  elementary  schools  with  the  advice  of  Ameri- 
can advisors,  and  a  new  pay  scale  for  teachers 
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An  A^nerican  technician  teaching  a  Liherian  forestry  aide  to  recognize  timber  types  and  topographic 
features.    Liberia  is  starting  a  program  to  develop  the  great  potential  of  its  valuable  forest  land. 


established  together  with  a  merit  system  as  the 
basis  for  promotion.  Experiments  have  been 
started  on  the  cultivation  and  processing  of  coffee, 
which  may  lead  to  further  increases  in  the  quan- 
tity of  coffee  available  for  export. 

As  a  result  of  FOA  work  with  officials  of  the 
E'thiopian  Government,  the  investment  climate 
has  been  improved  through  the  enactment  of  new 
laws  dealing  with  taxation,  import  duties,  con- 
vertibility, and  the  use  of  foreign  exchange  for 
the  payment  of  salaries  of  non-Ethiopian  employ- 
ees. Through  the  activity  of  the  FOA  mission,  58 
new  capital  investments  from  foreign  sources, 
totaling  approximately  $130  million,  either  have 
l)een  made  or  are  now  under  consideration. 

Liberia  Stresses  Agriculture. — The  United 
States  program  in  Liberia  has  been  designed  to 
lu'lp  the  Liberians  learn  the  techniques  that  will 


assist  them  to  develop  their  resources.  Highest 
priority  has  been  given  to  increasing  agricultural 
production  as  basic  to  the  health  and  welfare  of 
the  people.  In  this  field,  the  main  accomplishment 
has  been  the  establishment  of  a  Eesearch  Center 
at  SuakoliO,  which  is  the  culmination  of  the  agri- 
cultural extension  work  carried  on  since  the  be- 
ginning of  the  program.  The  FOA  is  now  nego- 
tiating a  contract  with  Prairie  View  College,  a 
school  associated  with  Texas  A.  &  M.,  to  under- 
take work  in  the  field  of  education  in  Liberia. 
Public  health  activities  have  been  extended  to 
the  Bomi  Hills  area,  a  region  presently  being 
developed  for  its  iron  ore  deposits. 

Libya  Attacks  Health  Problems. — Recent  tests 
in  Libyan  schools  indicate  that  as  many  as  90  per- 
cent of  the  children  have  trachoma — a  chronic 
disease  of  the  eye.     During  the  past  6  months, 
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trachoma  treatmeiits  were  continued  in  the  schools 
and  clinics,  and  more  attention  was  given  to  the 
teaching  of  elementary  sanitation  practices,  both 
in  the  schools  and  in  teaclier-training  institutions. 

Also  during  the  period,  casings  were  installed 
in  old,  unused  wells  in  order  to  put  them  back  into 
service.  New  areas  were  opened  for  irrigation 
demonstration,  based  on  soil  and  water  resources 
data  developed  by  United  States  technicians. 
Other  areas  suitable  for  demonstration  of  water- 
spreading  techniques  have  been  selected  for  use 
this  fall. 

American  technicians  have  also  been  active  in 
showing  the  Libyan  people  how  to  improve  prac- 
tices used  in  their  everyday  occupations.  They 
have  demonstrated  more  effective  methods  in  wool- 
shearing,  treatment  of  camel-scab,  olive  pruning, 
wool  washing,  and  wool  grading. 

Territories  of  European  Nations 

The  United  States  made  available  for  the  fiscal 
year  1954  programs  in  the  European  overseas  terri- 
tories of  Africa  the  sum  of  $11.4  million.  Of  this 
amount,  $10.3  million  was  utilized  under  the 
authority  of  Section  550  of  the  Mutual  Security 
Act  to  purchase  surplus  agi'icultural  commodities 
which  were  supplied  to  France,  the  United  King- 
dom, and  Italy.  The  local  currencies  arising 
from  the  sale  of  these  commodities  in  the  three 
countries  are  being  used  in  the  African  territories 
for  technical  cooperation  and  for  demonstrating 
new  methods  and  techniques  through  partially 
financing  the  cost  of  pilot  projects. 


Through  the  signing  of  a  general  agreement 
with  the  Government  of  Italy  and  the  establish- 
ment of  a  joint  fund,  the  basis  has  been  laid  for 
a  technical  cooperation  program  in  Somalia.  The 
projects  to  be  undertaken  under  this  agreement 
will  be  largely  agricultural.  They  will  involve, 
in  part,  participation  of  an  American  university, 
and  will  assist  the  Italians  in  carrying  out  their 
responsibility,  as  administering  authority  of  this 
United  Nations  Trust  Territory,  to  help  prepare 
Somalia  for  independence  in  1960. 

For  the  African  territories  of  France,  develop- 
ment projects  have  been  planned  in  Tunisia,  Mada- 
gascar, and  French  Equatorial  Africa.  For  these 
projects,  the  United  States  is  to  furnish  agricul- 
tural and  engineering  technicians,  and  supplies 
and  equiiDment.  Development-financing  from  lo- 
cal currency  funds  will  be  used  for  irrigation  and 
reclamation,  well  drilling,  livestock  raising, 
slaughterhouse  operations,  and  marketing.  The 
United  States  in  each  case  is  participating  in  ex- 
isting French  projects  jilanned  in  the  interests  of 
the  local  people,  and  through  such  participation  is 
able  to  teach  new  methods  and  techniques  and 
hasten  the  progress  of  those  projects. 

For  the  Gold  Coast,  a  British  territory  rapidly 
nearing  full  self-rule,  an  investment  survey  is  be- 
ing made  to  advise  the  government  which  sectors 
of  the  economy  can  best  be  developed  through  pri- 
vate investment  and  how  United  States  and  other 
private  capital  may  be  attracted.  Other  projects 
under  consideration  for  British  West  Africa  and 
British  East  Africa  will  be  largely  financed  from 
Section  550  sterling  funds. 
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CHAPTER  IV 


Far  East  and  Pacific 


The  fall  of  Dien  Bien  Pliu  in  Viet-Nam  in  May, 
coupled  with  the  Geneva  diplomatic  negotiations 
on  Korea  and  Indochina,  focused  world  attention 
on  the  Far  East  and  emphasized  anew  the  impor- 
tance of  the  area  to  free  world  security.  Commu- 
nist aims  to  gain  control  of  the  strategic  rubber, 
tin,  and  rice  resources  of  Southeast  Asia  and  move 
on  to  dominate  the  whole  Asian  world  were  exposed 
with  vivid  force. 

The  mutual  security  program  in  the  Far  East 
has  been  in  operation  for  some  4  years  to  sup- 
port free  Asian  nations  in  their  endeavors  to  pro- 
tect their  newlj'  won  freedom  and  hew  the  path- 
ways to  a  better  life  for  their  people.  The  United 
States  has  furnished  needed  military  weapons, 
equipment,  and  training  guidance  to  strengthen 
the  abilities  of  the  Far  East  countries  to  fight  off 
Communist  aggression  and  subversion  and  main- 
tain internal  security.  A  total  of  $2,614  million 
was  programmed  through  June  30,  1954  for  mili- 
tary end-item  assistance  to  the  Far  East;  over 
$1,600  million  worth  of  this  materiel  was  shipped. 
These  funds  were  supplemented  by  additional 
amounts  for  purposes  which  would  directly  sup- 
port the  maintenance  and  expansion  of  the  military 
forces.  In  fiscal  year  1954,  some  $775  million  was 
made  available  for  direct  forces-support  purposes, 
of  which  $745  million  was  programmed  for  as- 
sistance to  the  French  Union  and  Associated  States 
forces  in  Indochina.  The  remainder  was  used  to 
supply  "common-use"  items,  such  as  petroleum, 
construction  materials,  and  other  supplies  for  the 
exclusive  use  of  the  armed  forces  of  the  Republic 
of  China  on  Formosa. 

In  early  1954,  the  United  States  Senate  ap- 
proved the  Mutual  Defense  Treaty  with  Korea 
wliich,  when  it  comes  into  force,  will  supplement 
our  existing  security  pacts  in  the  Far  East  with 
the  Pliilippines,  Australia,  and  New  Zealand.  In 
the   period   also,    a  Mutual   Defense   Assistance 


Agreement  was  signed  with  Japan  as  a  basis  for 
extending  military  assistance  to  the  Japanese  Gov- 
ernment. A  concentrated  effort  was  Iseing  made, 
as  this  report  was  written,  to  explore  with  other 
interested  governments  the  possibilities  of  forging 
more  comprehensive  mutual  security  arrangements 
which  will  link  the  resources  of  free  nations  into 
an  effective  common  defense  against  the  growing 
Communist  menace  in  the  Far  East. 

Under  less  ominous  conditions,  where  time  could 
be  stretched  out  to  accord  with  the  capacity  at 
hand,  the  countries  of  the  Far  East  undoubtedly 
could  put  more  of  their  financial  and  physical  re- 
sources into  the  economic  and  social  aspects  of 
their  national  evolution.  They  would  then  require 
a  minimum  of  outside  assistance  to  combat  the 
problems  arising  out  of  population  pressures,  sub- 
sistence economies,  low  production,  inadequate 
public  services,  and  widespread  disease.  But  the 
current  volatile  atmosphere  in  the  Asia-Pacific 
region  puts  a  premium  on  defense  needs  and  com- 
pels many  governments  to  undertake  military 
buildups  which  dangerously  strain  their  economic 
capabilities.  The  economic  bases  of  these  coun- 
tries, therefore,  must  be  strengthened  considerably 
so  that  the  defense  effort  can  keep  pace  with 
present-day  demands. 

The  defense-support  and  technical  cooperation 
programs  under  way  in  the  Far  East  stand  as 
factual  proof  of  the  United  States  desire  to  assist 
the  independent  governments  of  the  area  in  their 
difficult  tasks  of  gearing  their  economies  to  defense 
needs,  and  at  the  same  time  building  stable  and 
progressive  societies  patterned  on  democratic  prin- 
ciples. In  fiscal  year  1954,  about  $448  million  was 
made  available  for  defense-support;  reconstruc- 
tion, relief  and  rehabilitation;  and  technical  co- 
operation programs  in  the  Far  East.  Of  this  total, 
$312.8  million  was  programmed  for  Korea,  $81.8 
million  for  the  Republic  of  China  on  Formosa, 
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Military  Shipments  To  Far  East  In  First  Half  Of  1954 
Reached  Peak  Rate 
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$25.0  million  for  the  Associated  States  of  Indo- 
china, $15.0  million  for  the  PhiliiDpines,  and  $9.1 
million  for  Thailand ;  $4.0  million  was  also  made 
available  for  technical  cooperation  in  Indonesia. 
The  mutual  security  programs  in  the  Far  East 
have  been  fitted  to  help  meet  the  more  urgent 
needs  of  each  particular  country.  In  Korea,  for 
example,  our  programs  are  keyed  to  Korean  re- 
construction plans  and  the  control  of  a  dangerous 
inflation.  In  Formosa,  they  have  been  designed 
to  support  the  military  effort  of  the  Chinese  Gov- 
ernment and  to  speed  progress  toward  economic 
self-support.  In  the  Philippines,  agricultural  im- 
provement, better  health,  and  expansion  of  public 
services  have  been  major  goals.  These  measures, 
together  with  the  determined  actions  which  the 
Asian  governments  and  people  themselves  are  un- 
dertaking, can  do  much  to  give  substance  to  free 
Asia's  hopes  for  greater  security  and  better  living- 
conditions.    They  also  can  do  much  to  engender 


strong  confidence  in  the  present  non-Communist 
leadership  of  the  independent  nations  in  that  part 
of  the  world. 

For  maximum  progress  in  the  Far  East  area,  it 
is  necessary  that  development  planning  extend 
beyond  national  borders  and  individual  country 
measures.  The  present  economic  climate  in  which 
so  many  Asian  countries  are  dependent  on  a  few 
export  commodities,  which  in  turn  are  subject  to 
extreme  price  fluctuations  in  the  world  market, 
calls  for  greater  coordination  of  regional  activi- 
ties. Country  development  efforts  should  foster 
expansion  on  a  complementary,  rather  than  a  com- 
peting, basis  from  the  standpoint  of  the  area  as  a 
whole.  Steps  can  be  taken  to  expand  substan- 
tially the  volume  of  intra-Asian  trade.  The 
United  States  is  encouraging  Asian  moves  for  co- 
ordination on  a  regional  basis  and  is  helping  to 
develop  various  means  by  which  practical  actions 
for  such  coordination  can  be  carried  forward. 
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Supporting  Free  Asia's 
Efforts  for  Progress 

The  Struggle  in  Indochina 

The  struggle  of  the  heroic  French  and  Vietnam- 
ese defenders  at  the  outpost  ofDien  Bien  Phu 
marked  the  turning  point  of  nearly  8  years  of 
bitter  warfare  in  Indochina.  The  loss  of  the  out- 
post in  INIay  was  the  foierunner  of  a  series  of 
major  military'  setbacks  for  the  forces  of  the 
French  Union  and  Viet-Nam. 

Prewar,  Indochina  produced  over  4.6  million 
tons  of  milled  I'ice ;  it  exported  more  than  a  mil- 
lion tons  to  the  food-deficit  countries  of  Asia  and 
Africa.  Indochina's  rubber  trees,  with  an  output 
of  over  60,000  tons  a  year,  make  the  region  the 
fourth  largest  natural  ruliber  producer  in  the 
world.  Altliougli  the  Red  Kiver  delta  in  North 
Viet-Nam  is  an  important  food  resource  area,  nor- 
mally self-sufficient  in  rice,  the  major  rice-surplus 
areas,  as  well  as  the  main  rubber  plantations,  lie 
to  the  south. 

Throughout  the  critical  months  of  the  half  year 
under  review,  the  United  States  continued  to  pro- 
vide military  assistance  to  support  resistance  to 
the  Communist  advance.  As  the  situation  at  Dien 
Bien  Phu  worsened,  the  United  States  furnished 
air  transportation  to  bring  reinforcements  to  the 
battle  area  from  France.  American  military  air- 
craft maintenance  technicians  were  rushed  to  air- 
fields in  Viet-Nam  to  help  keep  United  States- 
furnished  planes  in  the  air.  American  planes 
were  also  used  to  airlift  the  wounded  back  to 
French  hospitals. 

For  the  fiscal  year  1954,  $348  million  of  mutvuil 
security  program  funds  was  made  available  for 
the  procurement  and  delivery  of  American  mili- 
tary equipment  to  the  Indochina  theater.  Such 
equipment  included  transport  and  combat  ve- 
hicles, critically  needed  aircraft,  automatic  weap- 
ons, light  machine  guns,  artillery  pieces,  ammu- 
nition, communications  equijDment,  coastal  escort 
vessels  and  mineHwee})ers,  and  river  craft.  During 
the  same  12-month  period,  $745  million  was  made 
available  for  direct  forces-support  to  the  French 
Union  and  Associated  States  forces.  By  the  end 
of  June  30,  1954,  the  full  amount  had  been  obli- 
gated to  reimburse  France  for  expenditures  related 
to  the  strtiggle  in  Indochina. 

In  addition  to  the  funds  allocated  for  military 
end-items  and  direct  forces-support,  $25  million 


was  programmed  during  the  1954  fiscal  year  pri- 
marily for  projects  designed  to  increase  the  mili- 
tary potential  of  the  Associated  States.  These 
funds  were  used  mainly  for  vital  roadway  and 
bridge  construction  and  port  development,  and 
for  helping  to  care  for  the  large  numbers  of  dis- 
placed war  refugees. 

The  thousands  of  refugees,  driven  from  their 
farms  and  homes  by  the  military  conflict,  pre- 
sented a  major  problem  of  relief,  resettlement,  and 
rehabilitation.  These  refugees  had  to  be  given 
the  means  of  subsistence  and  the  opportunity  to 
engage  in  productive  work  in  order  to  prevent 
further  deterioration  of  the  civilian  economy. 
The  Foreign  Operations  Administration  has  given 
material  assistance  to  the  Government  of  Viet- 
Xam  in  its  resettlement  efforts.  Under  the  relief 
and  rehabilitation  program,  clothing,  food,  and 
medical  supplies  have  been  distributed  to  some  2 
million  displaced  people.  Yarn  has  been  provided 
to  village  weavers.  Cloth  and  sewing  materials 
have  been  made  available  for  clothing  manufac- 
ture. About  50  villages  have  been  constructed  to 
provide  homes  for  the  refugees,  and  some  100,000 
acres  of  farm  land  have  been  utilized  for  resettle- 
ment. 

Formosa  Gains  in  Stabihty 

Formosa  stands  as  a  symbol  of  hope  for  freedom- 
loving  Chinese  and  serves  as  a  rallying-point  for 
their  efforts  to  combat  the  forces  of  Communist 
imperialism.  The  United  States  has  supported 
the  free  Government  of  the  Republic  of  China  in 
comprehensive  measures  to  strengthen  its  military 
capabilities  and  stabilize  its  hard-pressed  economy. 

During  the  6  months  under  review,  the  various 
ty]ies  of  military  weapons  and  equipment  shipped 
under  the  mutual  security  progi'am  were  inte- 
grated into  the  different  components  of  the  Chinese 
armed  services.  The  Cliinese  Air  Force  is  being 
reequipped  with  jet  aircraft,  and  some  tactical 
units  should  become  operationally  ready  by  fall  of 
this  year.  Current  programs  are  directed  toward 
leplacing  obsolete  planes  and  modernizing  the 
air  force  structure  as  rapidly  as  possible.  Other 
air  force  equipment  delivered  helped  improve  the 
antiaircraft  artillery  command  and  tlie  conmiuni- 
cations  wing.  The  Cliinese  Army  and  Navy  were 
also  streugtlu'ued  during  the  jxuiod  by  deliveries 
of  equipment  aud  weapons,  and  a  nmnber  of  patrol 
and  assault  craft. 
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Men  of  the  Chinese  Air  Force  on  Formosa  service  a  T—33  jet  trainer  delivered  v/nder  the  tnutuaH 
security  program.  The  military  capabilities  of  the  free  Government  of  the  Repuhlic  of  China  are  being 
augmented  by  United  States  shipments  of  military  loeapons  and  equipment,  and  hy  the  services  of  a 
United  States  Military  Assistance  Advisory  Group. 


The  United  States  Military  Assistance  Advi- 
soi-y  Group  continued  to  work  with  the  Chinese 
military  establisliment  in  carrying  out  its  train- 
ing programs.  MA  AG  assistance  has  helped 
materially  to  streamline  the  Chinese  military 
organization  and  prepare  better-trained  fighting 
men  for  the  field. 

In  other  measures  to  support  the  strengthening 
of  the  Chinese  armed  forces,  the  United  States 
has  assisted  certain  activities  which  are  directly 
tied  into  military  operations.  These  activities 
have  included  such  projects  as  building  facilities 
for  the  handling  of  military  equipment,  construc- 
tion of  airfields  and  naval  bases,  expansion  of  bar- 
racks facilities,  and  petroleum  refining.  They  in- 
cluded, too,  the  laying  of  petroleum  pipelines  to 
connect  the  seaports  with  bulk  storage  areas  and 
with  airfields  and  motor  depots.    Also  under  the 


mutual  security  program,  supplementary  protein 
rations  of  soy  beans,  fish,  and  pork  have  been  pro- 
vided to  put  more  nutrition  and  balance  into  the 
soldier's  diet.  Cotton,  wool,  and  other  textiles 
have  been  supplied  for  manufacture  into  uniforms. 
All  these  measures  have  directly  reinforced  the 
Chinese  militai-y  effort. 

During  the  first  6  months  of  1954:,  additional 
offshore  procurement  contracts,  amounting  to  $8 
million,  were  placed  in  Formosa  for  local  manu- 
facture of  ammunition  and  other  military  equip- 
ment. A  contract  for  100  naval  landing  craft  was 
concluded  in  May  with  a  private  Chinese  builder. 
This  contract  represented  the  first  instance  in 
which  private  enterprise  has  participated  in  the 
offshore  procurement  ^Drogram  in  Formosa. 
Through  June  30, 1954,  offshore  procurement  con- 
tracts jjlaced  in  Chinese  plants  hacl  totaled  nearly 
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$14  million.  Proceeds  from  these  contracts  are 
being  used  to  finance  additional  supplies  of  raw 
materials  needed  for  further  production. 

On  the  economic  front,  the  gains  in  industrial 
and  agricultural  production  made  in  1953  were 
maintained  through  the  first  half  of  1954.  Whole- 
sale prices  remained  generally  stable,  and  the  line 
against  further  inflation  was  being  held.  The  first 
rice  crop  of  1954  was  estimated  at  over  800,000  tons, 
more  than  10  percent  above  the  first  crop  of  1953. 

The  improved  economic  situation  in  Formosa 
made  it  possible  to  increase  substantially  mutual 
security  program  allocations  for  development  of 
power,  industrial  faciliti&s,  and  transportation. 
During  the  first  half  of  1954,  $9  million  was  allo- 
cated for  projects  to  expand  the  production  of 
nitrogenous  fertilizer,  using  locally  available  raw 
materials.  Completion  of  this  project  is  expected 
to  make  Formosa  more  capable  of  supplying  its 
own  needs  for  fertilizer  and  thus  remove  a  major 
drain  on  Chinese  foreign  exchange  resources.  An- 
other $3  million  was  allocated  to  construct  a  coke- 
oven  plant,  the  by-products  of  which  will  be  used 
for  fertilizer  mamifacture. 

About  $3.5  million  was  made  available  for  pro- 
grams to  improve  the  efficiency  of  the  sugar  in- 
dustry and  to  utilize  the  by-products  of  sugar 
production  for  productive  purposes.  Formosa's 
electric  power  production,  which  has  made  sucli 
notable  gains  in  the  past  2  years,  was  given  fur- 
ther impetus  by  an  allocation  of  $3.5  million  to 
increase  the  generating  capacity  of  the  Island's 
thermal  power  system.  Part  of  the  funds  will 
also  be  used  to  improve  power  transmission  and 
distribution.  These  steps  are  helping  the  Ke- 
public  of  China  to  develop  Formosa's  resources 
and  enabling  it  to  meet  a  larger  portion  of  the 
expenditures  required  to  maintain  its  armed 
forces. 

Bright  Outlook 
in  the  Philippines 

The  prospect  for  internal  peace  in  the  Philip- 
pines is  the  brightest  since  the  end  of  World  War 
II.  The  Comnnmist-led  Huk  rebels  apparently 
have  been  reduced  to  negligible  numbers.  The 
rebel  movement  receix'cd  a  mortal  blow  when  Luis 
Taruc,  the  key  Huk  leader,  surrendered  to  govern- 
ment forces  in  May. 

Tlie  Philippine  armed  services  have  been  greatly 
improved  in  recent  years,  in  large  measure  through 


the  weapons,  gunboats,  and  aircraft,  and  the  equip- 
ment and  spare  parts  which  the  Ihiited  States 
has  made  available  under  the  mutual  security  pro- 
gram. United  States  military  equipment  and 
training  have  given  sulistantial  support  to  the 
Philippine  Government  in  its  efforts  to  build  a 
m(n-e  effective  military  establishment. 

The  new  Philippine  government,  under  Presi- 
dent Ramon  Magsaysay,  took  steps  during  the  first 
half  of  1954  to  introduce  legislation  designed  to 
expand  the  development  of  the  country's  resources, 
improve  its  jjublic  services,  and  strengthen  its 
economic  base.  During  the  1954  regular  session 
of  the  Philippine  Congress,  action  was  taken  to 
reorganize  budgeting  procedures,  enlarge  land 
settlement  activities,  provide  better  health  services, 
and  increase  the  lending  capital  of  the  important 
Agricultural  Credit  and  Cooperative  Financing 
Administration.  Substantially  larger  funds  were 
a])propiated  by  the  Philippine  Government  for 
fiscal  year  1955  to  meet  the  local  currency  expendi- 
tures for  economic  development  and  technical 
cooperation  projects  jointly  financed  with  the 
United  States.  President  Magsaysay  initiated  ac- 
tion to  secure  authority  fi-om  the  Philippine  leg- 
islature for  the  Government  to  borrow  the  equiva- 
lent of  $500  million  to  finance  key  projects  in  the 
country's  economic  development  program. 

The  Philippine  Bureau  of  Lands,  aided  by  an 
FOA-financed  contract  with  a  management  con- 
sidtant  firm,  has  made  considerable  progi-ess  in 
issuing  land  titles  to  new  settlers.  About  15,000 
titles  were  issued  during  fiscal  year  1954,  twice  as 
many  as  during  the  previous  12  months.  Some 
12,000  of  these  titles  were  approved  during  the 
first  half  of  this  year. 

The  road  development  program  on  the  island 
of  INIindanao  was  holding  to  schedule.  Equip- 
ment and  technical  advice  provided  by  FOA 
helped  to  survey  nearly  400  miles  of  road ;  almost 
140  miles  were  already  under  construction.  Dur- 
ing the  period,  abtnit  375,000  acres  of  land,  much 
of  it  along  the  planned  roadMays,  were  classified  as 
available  for  release  from  the  public  domain  to 
homesteaders,  and  over  400,000  acres  were  sub- 
divided. 

The  joint  agricultural  programs  have  also 
made  good  progress.  Irrigation  pumps  ai'e  now 
in  o]ieration  Which  serve  more  than  50,(100  acres 
cultivated  by  about  7,400  farm  families.  Water 
pi'()\i(U'(l  by  llu'si'  pnnips  is  ex])ected  to  increase 
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Virtual  Self-Sufficiency  In  Rice  Has  Been 
Achieved  In  The  Philippines 


1947/48    1948/49      1949/50      1950/51        1951/52 
Crop  Yeors 


1952/53   1953/54 
(Prelim.) 


yields  by  nearly  2  million  bushels  in  the 
coming  crop  year.  The  new  pinnp  and  gi'avity 
irrigation  facilities,  and  the  increasing  use  of 
fertilizer,  better  seed  varieties,  and  moderii  tech- 
niques help  insure  that  the  Philippines  ■will  be 
able  to  meet  its  basic  needs  in  rice  and  other  foods 
in  the  immediate  future  despite  continued  popula- 
tion growth. 

During  the  first  part  of  1954,  a  draft  of  the 
development  program  prepared  by  the  Philippine 
National  Economic  Council,  with  the  assistance  of 
the  Foreign  Operations  Administration,  was  ac- 
cepted by  President  Magsaysay,  and  the  goals  of 
the  economic  program  were  made  the  goals  of  his 
administration.  The  outstanding  problem  facing 
the  new  administration  is  to  provide  sufficient  fi- 
nancial resources  to  carry  out  its  programs  with- 
out serious  inflationary  consequences.  Though 
government  revenues  and  foreign  exchange  earn- 
ings are  sufficient  to  meet  normal  operating  and 
consumption  needs,  the  surplus  required  for  nec- 
essary capital  expansion  and  increases  in  living 
standards  is  not  j'et  available. 

Thailand  Makes 
Steady  Gains 

The  Communist  advance  in  Indochina  has  cast 
a  shadow  on  the  security  of  Thailand,  to  the  west. 


Thailand  has  been  one  of  the  leading  supporters 
of  united  action  to  resist  Communist  aggression 
in  southeast  Asia,  and  United  States  military  as- 
sistance to  the  Thai  armed  forces  has  helped  build 
the  country's  army,  navy,  and  air  force  units  to 
the  point  where  they  should  be  able  successfully 
to  ward  off  any  military  incursions,  unless  direct 
participation  by  Communist  China  is  involved. 

Tlie  United  States  Military  Assistance  Ad- 
visory Group  has  supervised  the  integration  of 
all  delivered  equi^jment  into  the  battalions  and 
special  companies  of  Thailand's  armed  services. 
In  general,  army  units  are  activated  by  the  time 
the  equipment  arrives.-  Shortage  of  trained  per- 
sonnel limits  the  efficiency  of  the  Thai  Navy,  but 
training  is  proceeding  as  rapidly  as  possible. 
Supplies  from  the  United  States  have  helped 
maintain  operations  of  the  units  afloat  and  have 
contributed  to  the  modernization  of  the  fleet. 

The  Koyal  Thai  Air  Force  has  made  striking 
progress  in  its  organization.  Though  still  rela- 
tively small,  the  Thai  air  arm  has  real  combat 
potential.  Thai  pilots  have  made  rapid  strides 
in  training  and  performance.  It  is  expected  that 
the  Thai  Air  Force  will  be  able  to  overhaul  its  own 
aircraft  engines  before  the  end  of  the  year.  Thai- 
land's utilization  of  the  F-8F's  and  C-47's  which 
have  been  provided  by  the  United  States  has  been 
very  satisfactory. 

The  Thai  Government  is  devoting  a  substantial 
part  of  its  revenues  to  strengthening  its  military 
forces.  Currently,  about  30  percent  of  total  na- 
tional government  expenditures  is  earmarked  for 
defense  purposes. 

The  technical  cooperation  program  is  showing 
the  Thai  people  how  to  make  better  use  of  their 
resources  and  is  providing  material  support  to 
their  efforts  to  raise  living  standards.  During 
the  3  years  of  our  joint  technical  cooperation 
programs  in  Thailand,  the  Thai  Government  has 
more  than  doubled  its  appropriations  for  country 
development  projects.    . 

In  agriculture,  technical  cooperation  projects 
have  demonstrated  that  it  is  possible  to  develop 
better  varieties  of  seeds  which  can  improve  yields 
by  as  much  as  30  percent.  The  Thai  Government 
was  encouraged  to  do  further  research  in  this  field, 
and  in  January  1954,  a  new  Kice  Department  was 
established.  With  the  assistance  of  American 
technicians,  about  265,000  additional  acres  of  land 
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have  been  inig-ated  to  iieli)  expand  the  ciuintrv's 
rice  production. 

Poor  healtli  and  widespread  malaria  have  been 
major  factors  in  retarding  Tliailand's  progress. 
Consequently,  two-fifths  of  the  fiscal  year  1954 
technical  cooperation  funds  was  devoted  to  proj- 
ects which  attack  the  health  problem.  Malaria- 
control  measures  are  producing  good  results. 
Some  4,500,000  people  have  been  protected  by 
spraying  measures,  and  malaria  has  been  virtually 
eliminated  in  14  districts  of  Thailand  during  three 
years  of  control  operations.  Under  an  FOA- 
financed  contract  with  Washington  University, 
technical  cooperation  has  been  provided  to 
strengthen  Thailand's  two  medical  schools. 

Good  results  have  also  been  achieved  in  the 
training  of  technicians  and  in  the  cultivation  of 
local  skills.  A  technical  institute  which  can  ac- 
commodate some  2,000  students  has  been  estab- 
lished in  Bangkok  to  train  artisans.  An  Ameri- 
can engineering  specialist  has  provided  assistance 
to  Chulalongkorn  University.  This  work  is  to  be 
expanded  by  assistance  from  the  University  of 
Texas  with  which  a  3-year  contract  was  in  the  final 
stages  of  iiegotiation  at  the  end  of  June. 

Use  of  Counterpart  Funds 

Tlirough  June  30,  1954,  the  governments  of  the 
foregoing  countries — the  Associated  States  of  In- 
dochina, the  Philippines,  the  Kepublic  of  China, 
and  Thailand — deposited  the  equivalent  of  $347 
million  in  their  local  currency  counterpart  ac- 
counts. Of  this  amount,  the  equivalent  of  about 
$9  million  was  transferred  to  the  account  of 
the  United  States  to  meet  certain  overseas  costs 
incurred  in  operating  United  States  programs.' 
The  remainder,  equivalent  to  $338  million,  was 
made  available  for  financing  country  programs 
mutually  agreed  upon  by  the  United  States  and 
the  depositing  government. 

F()A  had  approved  for  withdrawal  by  the  end 
of  June  1954,  $294  or  87  percent  of  the  counter- 
part funds  available  for  country  use.  Actual 
withdrawals  from  the  accounts  totaled  the  equiv- 
alent of  $280  million. 

In  Formosa,  FOA  had  approved  the  with- 
drawal of  the  equivalent  of  $205  million  througli 
June  30,  1954,  of  which  45  percent  was  for  mili- 
tary construction  and  materiel.  Imj)ortant  non- 
military  uses  approved  included:  $2G  million 
for  operations  of  the  Joint  Commission  on  Rural 


iieeonstruction,  ^li-i:  iiiillion  for  agru-uUma!  tle- 
velopment,  $14  million  for  power  facilities,  $9 
million  for  highways,  and  $10  million  for  manu- 
facturing and  mining. 

Philippine  counterpart  fund  releases  amounted 
to  the  equivalent  of  about  $40  million  through 
June  30, 1954.  Of  this  total,  the  largest  part,  some 
$16  million,  was  for  agricultural  development 
projects  and  $5  million  was  for  industrial 
development. 

In  the  Associated  States  of  Indochina,  counter- 
part funds  totaling  $38  million  had  been  re- 
leased by  the  end  of  June  1954  for  a  wide  range  of 
projects.  The  major  approvals  were  $8  million 
for  highway  improvement  and  reconstruction,  $7 
million  for  public  administration,  and  $5  million 
each  for  agricultural  development  and  public 
health  sei'vices. 

In  Thailand,  counterpart  funds  have  been  used 
piimarily  for  agricultural  development  and  pub- 
lic health  programs.  These  two  fields  of  activity 
accounted  for  $7  million  of  the  $11  million  re- 
leased through  June  1954.  Counterpart  funds 
also  have  been  approved  for  withdrawal  for  the 
improvement  of  educational  facilities  and  for 
highway  and  railway  development  and  construc- 
tion. 

Developments  in 
Indonesia  and  Burma 

The  FOA  technical  cooperation  program  in 
Indonefiia  has  been  dii'ected  toward  increasing 
agriculture  and  fisheries  production,  training  pub- 
lic health  personnel,  and  instituting  better  ma- 
laria-control and  industrial  training  facilities.  A 
contract  was  signed  with  the  University  of  Cali- 
fornia for  a  program  of  training  at  the  School  of 
INIedicine  of  the  University  of  Indonesia  ;  the  Tus- 
kegee  Institute  is  scheduled  to  assist  the  IMinistry 
of  Education  in  a  vocational  training  program; 
and  engineering  services  are  being  provided  to  the 
Indonesian  Government  by  a  prominent  American 
engineering  firm. 

In  Burma,  the  liquidation  of  the  FOA  program 
has  progi'essed  smoothly  under  the  "close-out" 
agreement  negotiated  with  the  Burmese  Govern- 
ment. A  balance  of  about  $2.5  million  of  the  pro- 
gram I'emains  to  be  paid  out,  mostly  in  the  form 
of  terminal  payments  on  several  large  technical 
service  contracts.  Burma  is  continuing  to  finance 
with  its  own  funds  many  of  the  projects  under- 
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taken  during  the  period  of  United  States  assist- 
ance. 

Korean  Reconstruction 
Projects  in  Gear 

The  full  magnitude  of  the  war  damage  to  South 
Korea's  economy  became  apparent  as  the  results 
of  basic  studies  and  analyses  were  worked  into 
the  overall  reconstruction  plan.  Three  years  of 
fighting  had  destroyed  or  damaged  some  600,00U 
homes.  Nearly  half  of  the  country's  public  utili- 
ties were  wiped  out ;  three  out  of  every  five  bridges 
were  damaged.  Almost  a  year  after  the  Panmun- 
jom  truce  agreement,  one  out  of  evei-y  eight  persoiib 
was  still  a  refugee,  and  one  out  of  every  five  was 
in  need  of  some  form  of  assistance. 

It  will  take  some  years  and  extensive  external 
assistance  to  repair  sucli  vast  destruction  and  lay 
the  foundation  for  a  self-sustaining  economy.  The 
valiant  Korean  people  have  already  set  their 
shoulders  firmly  to  the  hard  tasks  ahead,  but 
South  Korea  does  not  possess  the  material  re- 
sources or  the  productive  capacity  needed  to  meet 
reconstruction  goals  and  at  the  same  time  maintain 
its  armed  forces  in  readiness  for  any  new  aggi-es- 
sive  moves. 

The  assistance  programs  to  Korea  are  admin- 
istered by  tlie  Foreign  Operations  Administration, 
the  Department  of  Defense,  and  the  United  Na- 
tions Korean  Keconstruction  Agency  (UNKRA). 
The  programs  of  these  agencies  are  developed 
jointly  with  representatives  of  the  Korean  Gov- 
ernment and  are  closely  coordinated  in  Korea 
through  the  Office  of  the  Economic  Coordinator 
of  the  UN  Command,  headed  by  C.  Tyler  Wood. 
For  the  fiscal  year  1954,  the  United  States  made 
available  $312.8  million  for  aid  to  Korea— $200 
million  for  the  FOA  economic  development  pro- 
grams, $80.6  million  for  Department  of  Defense 
relief  and  rehabilitation  activities,  $23.2  million 
toward  the  UNKRA  program,  and  $9.0  million  for 
relief  packages. 

By  the  end  of  June  1954,  virtually  all  of  the 
$200  million  made  available  to  the  Foreign  Opera- 
tions Administration  was  obligated  for  programs 
jointly  developed  by  the  Economic  Coordinator 
and  officials  of  the  Korean  Republic.  The  funds 
were  programmed  nearly  equally  for  capital 
investment  programs  and  for  financing  the  pur- 
chase by  Korea  of  essential  consumer  goods. 


FOA  Programmed  $200  Million  For  Korea 
In  Fiscal  Year  1954 


For  Reconstruction 
ancJ  Rehabilitation 

(Milfioni  of  Dollari) 


Maint.  of  Transp  ,         Industry        Agri.    ond 

Essential         Commun.,  and  Notural 

Supply  and  Power         Mining         Resources 


About  $100  million  was  progi'ammed  for  such 
capital  projects  as  rehabilitation  of  the  railroad 
system,  construction  of  new  electric  power  facili- 
ties, road  building,  and  industrial  manufacture  of 
critically  needed  materials.  Plans  have  been  made 
to  build  3  new  thermal  power  stations  with  a 
combined  hourly  capacity  of  100,000  kilowatts. 
These  new  plants,  together  with  the  repair  of  ex- 
isting power  facilities,  will  more  than  triple  the 
country's  indigenous  power  capacity  and  make  it 
possible  to  remove  power-generating  barges  which 
are  currently  supplying  power  at  a  cost  to  the 
United  States  of  some  $3  million  a  year.  A  new 
fertilizer  plant,  for  which  some  $23  million  has 
been  allocated,  should  produce  250  metric  tons  of 
nitrogenous  fertilizer  per  operating  day  and  save 
Korea  more  than  $15  million  annually  in  foreign 
exchange. 

Raw  materials  imports,  which  were  financed  in 
the  amount  of  about  $99  million,  comprise  another 
form  of  assistance  to  the  Korean  economy.  Im- 
ports of  these  basic  supplies,  which  include  rubber, 
cotton,  fuel,  lumber,  and  fertilizer,  will  accelerate 
domestic  output  and  help  to  reduce  the  heavy  in- 
flationary pressures  generated  by  overall  supply 
shortages. 
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Power  —  Key  To  Korean  Reconstruction— 
Will  Be  Substantially  Increased 


Generoting  Capacity  Available 
Throughout  The  Year 
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The  Department  of  the  Army's  relief  program 
in  Korea  reached  some  1,600,000  people  during  the 
first  half  of  1954.  The  program  to  provide  32,000 
homes  to  the  Korean  refugees  was  more  than  70 
percent  completed ;  about  9,400  out  of  a  targeted 
11,600  refugee  shelters  were  erected.  Deaths  from 
smallpox,  typhoid,  and  typhus  have  been  reduced 
from  their  former  high  levels  to  the  point  where 
the  rates  of  incidence  are  no  greater  than  those  in 
the  United  States.  Also  during  the  period,  the 
Department  of  the  Army  worked  with  Korean  of- 
ficials on  other  aspects  of  the  reconstruction  pro- 
gram. By  the  end  of  June  1954,  more  than  130 
schools  had  been  built,  and  over  300  more  were  in 
various  stages  of  repair  or  construction :  over  100 
orphanages  had  been  repaired  or  partially  re- 
paired; 51  damaged  bridges  had  been  put  into  use 
again. 

The  United  Nations  Korean  Eeconstruction 
Agency  also  was  active  in  aiding  Korean  efforts. 
By  June  30,  1954,  UNKRA  had  imported  over 
$600,000  worth  of  fishery  supplies,  rehabilitated 
3  textile  mills  and  provided  equipment  for  the 
completion  of  4,300  classrooms.  It  also  helped 
in  the  repair  of  a  medical  college  and  hospital. 
UNKRA  has  allocated  $2.5  million  for  the  con- 
struction of  5,500  homes.    Irrigation  projects  de- 


veloped with  UNKRA  assistance  have  made  it 
possible  to  increase  Korea's  rice  output  by  28,000 
metric  tons,  valued  at  about  $5.6  million. 

The  Korean  economy  continued  to  make  steady 
gains  in  the  first  part  of  1954.  Cotton  cloth  out- 
put for  the  first  quarter  of  the  year,  for  example, 
was  25  percent  over  output  in  the  con-esponding 
quarter  of  1953.  Coal  production  was  up  9  percent 
on  tlie  same  basis.  Rice  supplies  were  higher. 
Consumer  goods  production,  however,  remained 
below  required  levels,  and  inflationary  forces  were 
becoming  increasingly  active.  The  task  ahead  is  a 
formidable  one  and  full  of  challenge,  both  to  the 
Korean  people  and  to  the  agencies  of  the  United 
States  and  the  United  Nations. 

Japan  Joins  in 
Mutual  Security 

Japan's  proved  industrial  capacity  and  techni- 
cal skill  put  the  country  high  on  the  list  of  Soviet 
objectives  in  the  Pacific.  The  signing  of  the 
]Mutual  Defense  Assistance  Agreement  between 
the  United  States  and  Japan  in  March  1954 
marked  another  step  in  the  progress  of  the  Jap- 
anese people  toward  assuming  responsibilities  for 
their  own  defense.  Through  the  mutual  security 
program,  the  United  States  will  supply  selected 
items  of  major  military  equipment  to  enable 
Japan  to  develop  its  land,  sea,  and  air  forces. 
The  military  agreement  entered  into  force  on  May 
1, 1954. 

In  June  1954,  the  Japanese  Diet  passed  legis- 
lation providing  for  a  defense  establishment — the 
National  Defense  Agency — to  be  established  on 
July  1.  The  new  defense  agency  was  charged 
with  the  specific  mission  of  defending  Japan 
against  external  aggression.  Under  the  legisla- 
tion, the  strength  of  the  self-defense  forces  was 
fixed  at  164,538  for  the  Japanese  fiscal  year  be- 
ginning in  April  1954.  During  the  12-month 
period,  therefore,  the  ground  forces  are  to  be  ex- 
panded from  120,000  to  130,000 ;  the  naval  forces 
increased  from  10,000  to  16,000;  and  an  air  force 
established  at  G,000.  Provision  was  made  for 
about  12,000  civilian  personnel.  In  addition,  a 
reserve  corps  of  about  15,000  will  be  organized. 

With  the  coming  into  force  of  the  military  aid 
agreement  with  Japan,  the  United  States  initiated 
action  to  ship  the  military  items  programmed  for 
fiscal  year  1954.     In   addition,  during  the  1954 
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fiscal  year,  offshore  procurement  contracts  valued 
at  $68.6  million  were  placed  in  Japan  for  am- 
munition, small  arms,  electronics,  and  ships.  Cu- 
mulative deliveries  made  by  Japan  to  the  United 
States  under  offshore  procurement  contracts 
amounted  to  $25.6  million  worth  of  end-items  as 
of  June  30, 1954. 

During  the  first  half  of  1954,  Japan  agreed  to 
Ijurchase,  under  Section  550  surplus  sales  pro- 
visions, nearly  700,000  tons  of  wheat  and  barley, 
valued  at  about  $50  million.  Eighty  percent  of 
the  yen  received  from  this  sale  will  be  used  by  the 
United  States  to  procure,  under  the  offshore  pro- 
curement program,  military  items  in  Japan  which 
will  be  channeled  directly  into  the  defense  effort. 
The  remaining  20  percent  will  be  used  in  connec- 
tion with  the  development  of  Japan's  defense 
industries. 


An  investment  guarantee  agreement  was  con- 
cluded in  May  1954  to  encourage  the  use  of  United 
States  capital  in  Japan's  industrial  expansion. 
The  FOA  Contract  Clearing  House  Service,  re- 
cently established  in  Japan,  will  promote  agree- 
ments between  American  and  J^apanese  firms  on 
capital  investment,  industrial  techniques,  and 
patents.  Also  during  the  period,  the  Foreign 
Operations  Administration  established  a  training 
center  in  Japan  for  technicians  and  officials  of 
other  Far  East  and  South  Asian  countries.  Over 
a  12-month  period,  some  200  persons  will  be  sent 
to  Japan  for  training  in  the  fields  of  public  health, 
agriculture,  public  administration,  community  de- 
velopment, and  industry.  The  establishment  of 
this  regional  training  center  is  a  step  toward 
greater  regional  cooperation  among  Far  East 
nations. 
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CHAPTER  V 


American  Republics 


In  the  field  of  hemispheric  relations,  the  out- 
standing event  during  the  first  half  of  1954:  was 
the  Tenth  Inter- American  Conference  which  met 
in  Caracas,  Venezuela,  from  March  1-28. 

All  of  the  American  Republics  participated  in 
the  Conference  with  the  exception  of  Costa  Rica, 
but  provision  was  made  by  which  the  Costa  Rican 
Government  could  adhere  to  the  final  resolutions. 
The  Conference  dealt  with  a  broad  agenda  which 
covered  the  whole  range  of  inter- American  associa- 
tions— political,  economic,  social,  cultural,  and 
organizational. 

One  of  the  principal  objectives  of  the  United 
States  at  the  Caracas  Conference  was  to  obtain 
maximum  agi'eement  among  the  American  Re- 
publics upon  a  clear-cut  policy  against  the  inter- 
vention of  international  Communism  in  the  hemi- 
sphere. This  purpose  was  achieved  when  the 
overwhelming  majority  of  the  20  nations  present 
voiced  their  approval  of  a  resolution  entitled 
"Declaration  of  Solidarity  for  the  Preservation 
of  the  Political  Integrity  of  the  American  States 
Against  International  Communist  Intervention". 

The  distinguishing  feature  of  this  resolution, 
which  marked  a  significant  advance  from  the  posi- 
tions taken  previously  in  inter- American  meetings 
at  Bogota  in  1948  and  Washington  in  19.51,  was 
the  declaration  "that  the  domination  or  control  of 
the  political  institutions  of  any  American  State 
by  the  international  communist  movement,  ex- 
tending to  tliis  hemisphere  the  political  system  of 
an  extracontinental  jjower,  would  constitute  a 
threat  to  the  sovereignty  and  political  independ- 
ence of  the  American  States,  endangering  the 
peace  of  America,  and  would  call  for  a  meeting  of 
consultation  to  consider  the  adoption  of  appro- 
priate action  in  accordance  with  existing  treaties." 
Guatemala,  then  Communist-clouded,  cast  the  only 
negative  vote;  Mexico  and  Argentina  abstained; 


while  Costa  Rica  subsequently  gave  notice  of  its 
support. 

The  Inter- American  Conference  moved  on  from 
the  political  issues  to  discuss  in  broad  aspect  the 
economic  problems  that  beset  the  area.  The  Con- 
ference adopted  27  resolutions  relating  to  such  key 
subjects  as  private  investment,  public  financing  of 
economic  development,  prices  and  terms  of  trade, 
agricidtural  surpluses,  technical  cooperation,  and 
the  future  work  of  the  Inter- American  Economic 
and  Social  Council. 

One  of  the  principal  accomplishments  in  the  eco- 
nomic field  was  the  frankness  and  clarity  with 
which  the  delegations  summed  up  their  positions 
on  outstanding  problems.  Each  country  gained  a 
better  understanding  of  the  economic 'difficulties 
which  its  sister  countries  face.  With  a  view  to 
examining  further,  on  the  basis  of  new  studies  and 
developments,  the  possibility  of  achieving  fuller 
agreement  on  practical  measures  for  solving  these 
problems,  the  economic  and  finance  ministers  of 
the  Conference  decided  to  meet  again  during  1954 
at  Rio  de  Janeiro. 

Hemisphere  Defense 

The  flow  and  ebb  of  Communist  activities  in 
Guatemala,  less  than  800  miles  from  the  vital 
Panama  Canal  area,  drew  renewed  attention  to  the 
necessity  of  collective  security  arrangements  for 
defense  of  the  Western  Hemisphere. 

The  United  States  has  a  long  record  of  close 
military  cooperation  with  the  American  Repub- 
lics. The  armed  forces  of  Latin  America  were 
utilized  effectively  during  World  War  II  to  prf)- 
tect  key  bases.  In  19i7,  the  Inter- American  Treaty 
of  Reciprocal  Assistance  was  adopted  at  Rio  de 
Janeiro.  This  treaty  laid  down  the  legal  funda- 
mentals for  regional  collective  security  arrange- 
ments.   The  United  States  has  also  taken  active 
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part  in  the  work  of  the  Inter-American  Defense 
Board.  This  organization,  made  up  of  delegations 
from  19  of  the  21  American  Eepublics,  has  engaged 
in  broad  i^hmning  for  hemisphere  defense. 

By  June  30,  1954,  bilateral  military  assistance 
agi-eements  under  the  mutual  security  progi'am 
were  in  effect  with  10  American  republics.  Two  of 
these  agreements  were  concluded  in  the  first  half 
of  the  year — one  with  Nicaragua  in  April,  and  the 
other  with  Honduras  in  May.  Shipments  of  mili- 
tary items  to  the  2  countries,  in  accordance  with 
the  new  agreements,  have  already  been  made. 

Under  the  mutual  defense  assistance  programs, 
the  participating  Latin  American  countries  are 
being  furnished  military  weapons,  equipment,  and 
training  for  their  armed  forces.  A  total  of  $157 
million,  including  the  value  of  excess  stocks,  was 
programmed  through  June  30,  1954,  for  military 
end-item  assistance  to  Latin  America;  over  $103 
million  worth  of  tliis  materiel  has  been  shipped. 

The  military  aid  we  give  is  supi^lementary  to  the 
country's  own  defense  effort.  Latin  American 
military  budgets  provide  the  largest  portion  of 
the  cost  of  hemisphere  defense  in  their  own  coun- 
tries. For  example,  the  cost  of  military  goods 
purchased  in  the  United  States  under  the  reim- 
bursable military  assistance  program,  and  the  ex- 


Latin  American  Countries  Have  Received 
Over  i  100  Million  Worth  Of  Military  Items 


IMHIionsof  Dollars! 


penses  of  pay,  rations,  and  uniforms,  are  financed 
by  the  participating  countries  themselves. 

The  military  support  furnished  by  the  United 
States  has  enabled  the  nations  of  Latin  America 
substantially  to  improve  their  defense  capabilities. 
In  Peru,  for  example,  the  country's  first  anti-air^ 
craft  artillery  unit  has  been  equipped  under  the 
mutual  security  program.  The  Peruvian  Navy  is 
effectively  utilizing  the  delivered  equipment  in  its 
training  school  exercises.  Spare  parts  furnished 
to  vessels  have  either  been  put  into  operation  or 
placed  "on  board  stock"  for  future  use.  The  am- 
munition provided  by  the  United  States  has  made 
it  possible  for  the  Peruvian  Navy  to  carry  out 
effective  gunnery  maneuvers.  With  United  States 
assistance  and  training,  the  Peruvian  Air  Force  has 
increased  its  total  number  of  flying  hours  and  im- 
proved the  efficiency  of  its  individual  air  crews. 

In  Brazil,  deliveries  of  aircraft  and  air  force 
equipment  have  permitted  activation  of  new  Bra- 
zilian Air  Force  squadrons.  Spare  parts  have  been 
delivered  in  sufficient  quantities  to  put  many  pre- 
viously unserviceable  aircraft  into  operating 
condition. 

The  military  assistance  furnished  by  the  United 
States  is  lielping  in  a  like  manner  to  increase  the 
size  and  effectiveness  of  the  armed  services  of  the 
other  participating  countries  of  Latin  America. 

Technical  Cooperation  in 
19  American  Republics 

The  United  States  technical  cooperation  pro- 
gram in  Latin  America  is  administered  by  the 
Institute  of  Inter- American  Affairs,  acting  as  the 
Foreign  Operations  Administration  regional  office 
for  Latin  America.  Basic  technical  cooperation 
projects  in  agricultural  research  and  extension, 
health  and  sanitation,  and  primary  and  vocational 
education  liave  been  under  way  for  more  than  10 
years.  Beneficial  results  of  these  essentially  long- 
range  activities  are  more  and  more  in  evidence, 
and  the  pi'ogi'am  has  become  one  of  the  principal 
ways  in  which  the  United  States  is  strengthening 
its  traditionally  friendly  ties  with  the  American 
Republics.  The  growing  contributions  of  the 
Latin  American  countries  to  the  various  joint  proj- 
ects have  led  to  an  expansion  of  our  technical 
cooperation  operations  in  recent  months; 

Early  in  the  year,  heads  of  the  19  United  States 
Operations  Missions   in  Latin   America  met  at 
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Latin  American  Countries  Have  Steadily 
Increased  Their  Share  Of  Joint  Project  Costs 


'  Esiimated  dollar  equivalent  in  cash  and  kind. 


Lima,  Peru,  with  the  Director  of  Foreign  Opera- 
tions and  members  of  the  Washington  staff  to  re- 
solve general  policy  problems  of  the  expanded  pro- 
gram, and  particularly  to  discuss  ways  to  carry 
out  the  recommendations  of  Dr.  Milton  S.  Eisen- 
hower pertaining  to  technical  cooperation  in  Latin 
America.  Dr.  Eisenhower's  key  recommendations 
included  more  technical  help  in  developing  Latin 
American  resources,  continuation  of  public  loans 
for  sound  development  projects,  greater  use  of 
American  universities  in  the  program,  and  more 
emphasis  on  the  policy  of  turning  over  control  of 
succ^essf  ul  joint  servicio  projects  to  local  personnel. 
Appropriate  means  of  putting  these  ideas  into 
practice  were  formulated  by  various  FOA  work 
groups,  and  guidelines  for  more  effective  opera- 
tions were  laid  down  by  Mr.  Stassen. 

The  recommendation  for  moi-e  program  partici- 
pation by  American  universities  and  other  private 
organizations  received  particular  attention  in  the 
first  half  of  the  year.  The  relatively  few  existing 
contracts,  such  as  those  witli  the  University  of 
Arkansas  and  Michigan  State  College  for  work 
with  agricultural  institutions  in  Panama  and 
Colombia,  have  produced  excellent  results.  Such 
contracts  pave  the  way   for  greater  person-to- 


person  relationships  in  technical  cooperation  ac- 
tivities. American  universities  and  other  private 
(organizations,  such  as  management-consultant 
companies,  can  make  available  trained  personnel 
not  otherwise  obtainable  for  prolonged  service 
abroad. 

New  contracts  were  signed  with  other  United 
States  universities  during  the  first  half  of  1954. 
Of  particular  note  was  the  3-year,  $900,000- 
contract  with  the  University  of  Maryland  to  pi^o- 
vide  a  wide  range  of  technical  skills  to  help  carry 
out  comprehensive  plans  of  development  in  British 
Guiana.  American  experts  in  the  fields  of  agri- 
culture, housing,  community  organization,  trans- 
portation, and  public  health  will  work  with  host 
country  specialists  in  the  broadest  technical  co- 
operation assignment  negotiated  to  date  under 
university  contract. 

Most  of  Funds  for  Agriculture  and  Health. — ■ 
During  the  12  months  ended  June  30.  1954,  $24.3 
million  was  made  available  for  bilateral  technical 
cooperation  in  the  Latin  America  area.  Cumula- 
tive approved  programs  for  technical  cooperation 
from  the  beginning  of  the  expanded  program  in 
July  1951  through  June  30,  1954,  have  amounted 
to  $61.5  million.  In  addition,  $4.4  million  was 
transferred  for  development  assistance  projects 
in  Bolivia.  Bolivia  also  received  $8  million  in 
surplus  agricultural  commodities  transferred 
from  Commodity  Credit  Corporation  stocks  under 
authority  of  Public  Law  216,  83d  Congress. 

Contributions  to  the  technical  cooperation  pro- 
gram in  Latin  America  are  made  in  two  principal 
ways:  (1)  By  cash  deposits  in  jointly  admin- 
istered bank  accoiuits  of  servicios  and  in  other 
joint-fund  accounts,  and  (2)  by  direct  payments 
for  services  and  property  used  in  support  of  co- 
operative projects.  Cash  contributions  to  serv- 
icios and  joint  funds  by  the  host  countries  were 
estimated  at  the  equivalent  of  more  than  $40  mil- 
lion during  fiscal  year  1954.  Total  contributions, 
including  contributions  in  kind,  were  estimated  at 
over  $53  million.  United  States  cash  contributions 
to  joint-fund  accounts  in  the  same  period  were 
])rogrammed  at  about  $8  million,  and  the  total 
bilateral  Latin  American  technical  cooperation 
l>rogram,  exclusive  of  administration,  amounted 
I  o  $24.3  million. 

The  major  portion  of  United  States  technical 
cooperation  funds  for  fiscal  year  1954,  some  45 
pei'cent,  was  devoted  to  projects  in  agriculture 
and  natural  resources.    National   economies  in 
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The  Major  Portion  Of  Technical  Cooperation  Funds 
For  Latin  America  Was  Used  For  Agriculture  And 
Health  Projects 


Fiscal  Year  1954  Program 


$24.3  Million' 


•Excludes  $1  million  for  n 


almost  all  Latin  American  countries  are  basically 
dependent  upon  agriculture,  and  the  bulk  of  the 
l^opulation  is  directly  engaged  in  agricultural  pur- 
suits. Farming  methods,  however,  are  outmoded 
and  inefficient ;  productivity  is  low,  and  the  farmer 
generally  produces  little  above  his  family  needs. 
The  technical  cooperation  program  has  worked 
numerous  improvements  in  cultivation  techniques 
and  harvest  yields.  Current  projects  stress  the 
establishment  of  wider  agricultural  extension 
facilities  to  reach  the  farmer  in  the  field. 

Nearly  20  percent  of  the  funds  available  were 
used  to  promote  better  health  conditions.  The 
need  to  improve  health  and  sanitation  in  Latin 
America  is  obvious.  The  low  average  life  expect- 
ancy must  be  raised ;  infant  mortality  rates  must  be 
reduced;  endemic  tropical  diseases  must  be  con- 
trolled to  increase  productivity  and  raise  the 
standard  of  living. 

Approximately  11  percent  was  devoted  to  edu- 
cation and  teacher  training.  The  problem  of  il- 
literacy assumes  serious  proportions  in  many 
Latin  American  countries.  Programs  emphasizing 
improvement  and  extension  of  national  systems  of 
primary  and  vocational  education  are  being 
stressed. 


Technical  cooperation  activities  in  the  fields  of 
industry,  mining,  and  labor  represent  relatively 
new  aspects  of  the  program  in  Latin  America. 
These  activities  accounted  for  about  8  percent  of 
the  program  for  fiscal  year  1954.  There  is  a  grow- 
ing awareness,  however,  of  the  desirability  of 
diversifying  predominantly  agricultural  econo- 
mies wherever  this  can  be  accomplished  on  a 
sound  basis.  Similarly,  the  need  for  trained 
management  in  public  administration  and  re- 
sources develojDment  is  being  more  widely  recog- 
nized. Wliile  these  activities  comprised  only  5 
percent  of  the  program  in  1954,  it  is  quite  likely 
that  this  portion  of  the  program  will  be  increased 
next  year. 

The  exchange  of  persons  for  training  between 
the  United  States  and  Latin  America  is  an  integral 
part  of  the  technical  cooperation  program.  Ex- 
penses for  the  more  than  1,000  participants  in  the 
various  training  programs  in  all  activity  fields  are 
estimated  at  $2.8  million  or  about  11  percent  of 
total  cost  for  the  program ;  costs  for  United  States 
technicians  are  estimated  at  about  28  percent  of 
total  technical  cooj^eration  authorizations. 

Recent  Activities  Show 
Increasing  Benefits 

The  various  technical  cooperation  projects  in 
progress  in  the  Latin  American  countries  are  help- 
ing in  a  practical  way  to  lift  the  living  standards 
of  the  Latin  American  people  and  widen  their  op- 
portunities for  advancement.  The  benefits  of 
these  joint  efforts,  however,  in  many  cases  go  be- 
yond the  immediate  confines  of  the  project  area  to 
make  themselves  felt  in  other  vital  sectors  of  the 
economy.  In  particular,  program  accomplish- 
ments exercise  a  great  pull  on  private  risk  capi- 
tal, both  domestic  and  foreign.  In  the  Aconcagua 
Valley  in  Chile,  for  example,  the  improvements 
accomplished  under  a  rural  rehabilitation  program 
have  attracted  numerous  private  investors.  Sugar 
refining,  tanning  and  cheese  manufacturing  plants, 
as  well  as  cement  and  rayon  factories,  have  been 
established  under  private  management. 

In  Peru,  FOA  agricultural  programs  have  dem- 
onstrated the  effectiveness  of  insecticides  and 
created  a  market  of  over  $1  million  a  year  for  pest- 
killing  products.  Two  United  States  companies 
now  have  mixing  plants  in  operation  and  expect 
to  increase  production  and  sales  by  50  percent  in 
1954.    In  addition,  25  crop-dusting  planes  are  in 
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Com  imr  ri'i  1 1  rill  loii  on  a  ^(  i  d  production  j  arm  ni  rdriKjiiaij  under  a  jonil  l<:ciinic(it  (•(xiixral  ion-  project. 
About  4o  percent  of  technical  cooperation  funds  for  Latin  America  in  fiscal  year  195\  was  itscd  for 
projects  in  agriculture  and  natural  resources. 


operation,  ;iiul  a  United  States  company  is  enter- 
ing this  type  of  service. 

Even  activities  such  as  health  and  education 
projects,  which  do  not  immediately  appear  to  be 
directly  connected  with  economic  expansion,  can 
help  promote  private  investment.  Malaria  con- 
trol and  other  health  projects  often  open  up  whole 
new  areas  to  development  by  private  enterprise. 

Some  of  the  more  important  activity  trends  and 
project  developments  which  took  place  in  recent 
montlis  are  described  in  the  following  paragraphs. 

Public  Health.— The  joint  public  health  pro- 
grams in  Latin  America  initially  emphasized  the 
techniques  of  pilot  demonstration  projects  and 
specific  control  measures,  such  as  insecticides,  mass 
vaccinations,  and  field  clinics.  In  the  past  decade, 
the  Latin  American  countries  have  made  real 
progress  in  absorbing  these  basic  techniques  and 
carrying  them  on  independently.  Every  partici- 
pating country  of  Latin  America  now  has  at  least 
a  small  nucleus  of  trained  public  health  manpower. 


As  the  countries  become  more  capable  of  institut- 
ing their  own  health  and  sanitation  projects  in  the 
cities  and  villages,  joint  technical  measures  are 
being  directed  increasingly  toward  filling  the  void 
tiiat  exists  in  the  number  of  available  professionals 
in  medicine,  nursing,  and  sanitary  engineering. 
With  a  population  of  about  175  million  people, 
Latin  America  has*  fewer  than  50,000  physicians 
and  less  than  10,000  graduate  nurses  practicing 
tlieir  profession. 

The  Foreign  Operations  Administration  is  now 
concentrating  on  measures  which  will  help  develop 
adequate  training  facilities  in  the  American  Re- 
publics. There  are  at  present  5  native  institu- 
tions which  offer  public  health  training  in  Spanish 
and  Portuguese.  These  are  located  in  Mexico, 
Brazil,  Chile,  Aigentina,  and  Puerto  Eico.  FOA 
is  working  to  link  most  of  these  local  training 
institutions  with  public  health  institutions  in  the 
United  States.  Conferences  have  been  held  to 
negotiate  contracts  with  the  University  of  Minne- 
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Latin  American  Countries  Face  Serious  Health  Problems 


Infant  Mortality  Rates 

(Ratio  Per  1,000  Live  Births) 


Countrv 


Physicians 

(Per  100,000  Persons) 


134 


Based  on  lalest  available  data. 


sota,  Florida  State  Board  of  Health,  and  Tulane 
University's  School  of  Medicine.  Available  for 
training  Latin  American  participants  in  the 
United  States  are  the  resources  of  some  75  medical 
schools  and  over  1,100  nursing  schools.  Many  of 
these  have  informally  indicated  their  interest  in 
offering  their  facilities  to  assist  in  this  work. 

Though  heavy  emphasis  will  continue  to  be 
placed  upon  the  training  of  professional  man- 
power, the  Latin  American  countries  have  a  long, 
uphill  climb  before  such  manpower  can  possibly 
be  made  available  in  adequate  numbers. 

Agriculture. — The  technical  cooperation  pro- 
grams are  giving  added  attention  to  the  establish- 
ment of  more  effective  agricultural  extension 
programs  in  many  of  the  American  Republics. 
Productivity  in  agriculture  depends  heavily  on 
well-organized  extension  services  which  work  di- 


rectly with  the  farmer  in  the  field  and  show  liim 
how  to  apply  the  latest  techniques  to  his  own  par- 
ticular needs.  These  services  sei-ve  as  a  channel 
whereby  research  findings  can  be  brought  into 
rapid  and  practical  use. 

During  the  6-month  period,  agricultural  exten- 
sion advisory  positions  were  established  for  Brazil, 
Colombia,  Cuba,  Ecuador,  Haiti,  and  Surinam, 
and  extension  technicians  were  recruited  for  these 
and  other  countries.  A  college  contract  program 
to  establish  institutional  relationships  between 
United  States  agricultural  institutions  and  Latin 
American  countries  was  expanded.  Every  Latin 
American  nation  which  has  a  United  States  agri- 
cultural field  party  has  already  developed  the 
general  framework  for  negotiating  such  contracts. 

The  policy  of  promoting  local  nationals  after 
a  period  of  training  to  positions  of  responsibility 
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ill  joint-action  programs  has  shown  promising  re- 
sults. In  El  Salvador,  for  example,  where  United 
States  agricultural  technicians  turned  over  ad- 
ministrative and  technical  duties  to  trained  na- 
tionals at  the  beginning  of  the  year,  the  agi'icul- 
tural  programs  are  moving  steadily  forward  under 
independent  local  direction. 

Technical  coopei-ation  measures  for  more  ef- 
ficient cort'ee  production  were  instituted  during 
the  period  for  the  purpose  of  aiding  pioducers  and 
consumers    alike.     Procedures    were    established 


whereby  cotiee-growing  countries  can  secure  ad- 
ditional technical  aid  to  help  obtain  higher  pro- 
duction. 

Education. — In  general,  the  curricula  and 
course  content  of  the  Latin  American  educational 
systems  are  designed  for  the  elite  rather  than  the 
ordinary  citizen.  Because  the  traditional  school 
programs  often  offer  little  of  practical  value  to 
children  in  the  lower  and  middle  economic 
brackets,  many  parents  do  not  see  the  necessity 
for  a  formal  education.     One  of  the  consequences 
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of  this  situation  is  that  the  large  mass  of  workers 
in  Latin  America  do  not  possess  the  basic  skills 
needed  to  become  good  farmers  and  mechanics. 

To  reduce  illiteracy  is  only  the  beginning.  The 
Latin  American  school  must  not  only  teach  the 
child  to  read  a  book  or  a  newspaper  and  write  a 
letter ;  it  must  also  show  him  how  to  raise  vege- 
tables, mend  a  plough,  build  a  bench  to  sit  on,  and 
practice  the  basic  principles  of  healthful  living. 
In  short,  it  must  provide  the  means  to  acquire  a 
useful,  well-rounded  background. 

The  rural  education  program  in  Bolivia  is  a 
good  example  of  how,  with  the  aid  of  FOA  tech- 
nicians, dynamic  and  functional  educational  pro- 
gi-ams  are  making  the  schools  more  influential  in 
the  lives  of  the  people.  In  the  normal  school  at 
Warisata,  the  heart  of  the  rural  school  program 
in  the  high  mountain  areas  of  the  Bolivian 
altiflano^  the  curriculum  and  teaching  methods 
have  been  revised,  and  the  teachers  are  now  doing 
a  more  productive  job  of  imparting  knowledge. 
Teaching  materials  are  related  to  real-life  situ- 
ations. School  gardens  are  used  to  give  basic 
lessons  in  sound  agricultural  practices,  and  vege- 
tablas  from  these  gardens  are  used  for  school 
luncheons  and  for  lessons  in  nutrition.  Pupils 
are  taught  how  to  use  the  meager  resources  of  the 
altiplano  region  in  making  school  and  home  fur- 
niture, pottery,  and  rugs.  Development  of  such 
handicraft  abilities  in  the  numerous  communities 
of  the  altiplano  will  help  to  round  out  their 
economy,  now  so  largely  dependent  on  seasonal 
activities. 

Industry. — During  the  past  6  months,  progress 
has  been  made  toward  broadening  Latin  America's 
economic  base  by  including  technical  cooperation 
activities  in  the  fields  of- industrial  enterprise  and 
natural  resources. 

Under  bilateral  industrial  agreements,  the 
United  States  offers  technical  assistance  to  Latin 
American  governments  in  working  out  programs 
which  will  promote  the  development  of  industry 
and  country  resources.  These  programs  include 
such  measures  as  physical  resource  surveys,  en- 
couragement of  small  manufacturing  enterprises, 
promotion  of  local  private  investment,  develop- 
ment of  technical  centers,  and  in-plant  training  in 
the  United  States.  Industrial  agreements  have 
been  negotiated  and  are  about  to  enter  into  force 
in  Ecuador,  El  Salvador,  and  Panama. 


In  Chile,  where  a  progi-am  of  United  States 
technical  cooperation  in  industrial  activities  has 
been  under  way  for  almost  2  years,  a  branch  of- 
fice of  the  Industrial  Servicio  has  been  opened  in 
Concepcion,  the  second  largest  industrial  area  in 
the  country.  The  main  servicio  has  inaugurated 
a  policy  of  billing  clients  for  services  rendered  by 
Chilean  engineers  in  several  plants.  Particularly 
effective  work  has  been  done  in  the  foundry,  wood 
fabrication,  and  garment-cutting  fields. 

Public  Administration. — Public  administration 
projects  under  way  in  a  number  of  countries 
range  from  technical  advice  on  administration  of 
specific  governmental  functions  or  agencies,  such 
as  the  postal  system  of  Ecuador  and  the  Ministry 
of  Public  Works  in  Paraguay,  to  management- 
improvement  projects  for  modernizing  govern- 
mental budgetary,  accounting,  personnel,  and 
statistical  practices. 

The  public  administration  program  in  Brazil, 
carried  out  under  the  leadership  of  the  Brazilian 
Board  of  Advisors  on  Public  Administration,  il- 
lustrates a  number  of  activities  in  this  field.  Dur- 
ing the  6-month  period,  a  Department  of  Public 
Administration  was  established  with  FOA  assist- 
ance at  the  University  of  Minas  Gerais.  A  project 
to  establish  a  modern  classification  and  salary  plan 
for  200,000  employees  of  the  Brazilian  Federal 
Government  was  well  on  its  way  to  completion. 
Eight  Brazilian  professors  of  public  administra- 
tion completed  their  training  at  the  University  of 
Southern  California  and  are  now  serving  on  the 
staff  of  various  Brazilian  public  administration 
schools,  including  the  Getulio  Vargas  Foundation. 

Introduction  of  modern  procurement  procedures 
is  a  major  element  of  the  joint  public  administra- 
tion effort  in  Uruguay.  Up-to-date  procurement 
practices  will  improve  the  operating  effectiveness 
of  the  various  governmental  agencies  and  enable 
them  to  effect  substantial  savings  in  governmental 
outlays  for  materials. 

About  100  Latin  American  participants  were 
brought  to  the  United  States  during  the  first  half 
of  the  year  for  practical  training  in  public  admin- 
istration. These  participants,  on  return  to  their 
respective  government  agencies,  will  be  in  a  posi- 
tion to  analyze  management  deficiencies  and  rec- 
ommend the  adoption  of  practices  which  will  im- 
prove overall  administrative  effectiveness.  In  all 
cases,  the  work  of  these  participants  is  in  agencies 
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or  functions  directly  concerned  with  economic 
development  progi-anis. 

Labor. — In  developing  the  labor  program  in 
Latin  America,  great  emphasis  has  been  placed 
on  strengthening  the  various  countries  as  a  bul- 
wark against  communism.  To  a  considerable  ex- 
tent, progress  toward  this  objective  was  helped 
by  the  trade  union  leader-training  program  which 
brought  to  the  United  States  a  number  of  Latin 
American  labor  leaders  and  potential  leaders. 
These  participants  were  given  the  opportunity  to 
observe  at  firsthand  United  States  social  and  in- 
dustrial conditions  and  the  functioning  of  our 
own  free  trade  unions. 

The  labor  progi'am  in  Latin  America  also  has  a 
number  of  United  States  experts  working  either 
with  various  labor  ministries  or  with  productivity 
centers  to  raise  the  efficiency  of  production  meth- 
ods. Teclmical  cooperation  in  the  field  of  labor  is 
part  of  the  coordinated  effort  of  country  missions 
to  achieve  a  balanced  program  of  economic  devel- 
opment in  Latin  America. 

Special  Aid  to  Bolivia 

The  critical  economic  situation  in  Bolivia,  stem- 
ming from  the  sharp  decline  in  world  tin  prices, 
continued  to  confront  the  Bolivian  Government 
with  serious  financial  problems  and  countrywide 
food  shortages.  The  emergency  assistance  pro- 
vided by  the  United  States  helped  to  avert  wide- 
spread famine  and  keep  the  crisis  from  worsening, 
but  the  need  for  supplementing  the  country's 
meager  food  supplies  remained  urgent. 

All  of  the  $5  million  worth  of  wheat  and  wheat 
flour,  which  the  President  made  available  from 
surplus  stocks  of  the  Commodity  Credit  Corpora- 
tion (CCC)  in  October  1953,  was  delivered  to 
Bolivia  by  the  end  of  June  1954.  Because  of  the 
continuing  nature  of  Bolivia's  food  needs,  the 
President  in  March  made  available  another  $3 
million  worth  of  CCC  surplus  wheat ;  it  is  expected 
that  this  allocation  will  be  shipped  by  August. 
These  wheat  allocations  were  authorized  under 
Public  Law  216. 

The  President  had  also  made  available  up  to 
$4.4  million  of  FOA  funds  for  additional  emer- 
gency assistance  to  Bolivia.  Part  of  these  funds, 
about  $1.4  million,  was  used  to  pay  for  the  freight 
costs  of  delivering  the  CCC  wheat.  Another  part, 
$1.7  million,  was  used  to  procure  supplementary 
agricultural  commodities  such  as  cotton,  lard,  and 


cottonseed  oil ;  these  commodities  were  also  shipped 
by  the  end  of  the  half  year.  The  remainder  of 
the  $4.4  million  grant,  about  $1.3  million,  was  ear- 
marked for  the  procurement  of  supplies  and  equip- 
ment needed  for  Bolivia's  economic  development 
and  diversification  program. 

Tliese  emergency  economic  aid  measures  were  in 
addition  to  the  regular  $3.5  million  technical  co- 
operation program  under  way  in  Bolivia.  The 
major  emphasis  of  this  program  was  placed  on 
agricultural  projects  which  will  increase  domestic 
food  production  and  reduce  the  country's  heavy 
dependence  on  imports.  Some  $2  million  of  tech- 
nical cooperation  funds  was  earmarked  specifically 
for  this  purpose  and  put  at  the  disposal  of 
the  United  States-Bolivian  joint  Agricultural 
Se7'vicio. 

The  counterpart  fmids  generated  by  the  sale  in 
Bolivia  of  the  commodities  supplied  under  the  aid 
programs  are  being  set  aside  for  use  in  develop- 
ment projects  jointly  agi'eed  upon  by  Bolivia  and 
the  United  States.  A  broad  agreement  for  use  of 
these  funds  was  signed  by  tlie  two  governments  in 
April  1954.  Subsequently,  specific  counterpart  re- 
leases were  mutually  approved  for  projects  in  ir- 
rigation, agricultural  processing,  farm-to-market 
roads,  and  vocational  education. 

Technical  Support  to  Overseas 
Territories 

Surinam 

The  first  bilateral  agi'eement  with  a  European 
overseas  territory  in  the  Western  Hemisphere  was 
signed  in  April  1954,  when  the  United  States  and 
the  Government  of  Surinam  (Dutch  Guiana) 
joined  in  a  technical  cooperation  program.  The 
agreement  was  concluded  under  provisions  of  the 
general  technical  cooperation  agreement  between 
the  United  States  and  the  Netherlands,  approved 
by  the  Netherlands  parliament.  Surinam  is  au- 
tonomous in  the  conduct  of  her  internal  affairs, 
and  deals  directly  with  the  Foreign  Operations 
Administration  on  technical  cooperation  matters. 

The  agreement  establishes  a  joint  fund,  to  which 
the  United  States  and  Surinam  contribute,  for 
carrying  on  activities  in  agricultural  extension, 
crop  diversification,  vocational  education,  health, 
and  housing.  Additional  special  consultation  will 
be  supplied  to  assist  in  the  marketing  of  agi-icul- 
tural  products,  the  maintenance  of  farm  machin- 
ery, and  small  industries  development. 
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British  Guiana 

Based  on  the  joint  recommendations  of  the  For- 
eign Operations  Administration  and  the  Govern- 
ment of  British  Guiana,  a  technical  cooperation 
program  was  worked  out  which  will  utilize  the 
technical  staff  and  facilities  of  the  University  of 
Maryland  in  forwarding  British  Guiana's  devel- 
opment plans.  Main  financial  support  for  this 
plan  is  being  furnished  by  the  United  Kingdom 
and  the  Government  of  British  Guiana,  and  the 
equivalent  of  $25  million  in  local  currency  has 
already  been  budgeted  for  the  first  2  years  of 
the  program.  The  FOA  contract  with  the  Uni- 
versity of  Maryland,  signed  in  June  1954,  furnishes 
$600,000  for  the  first  2  years  of  a  3-year  contract- 
ual period. 

British  Guiana  lies  on  the  Atlantic  seaboard 
of  South  America,  southeast  of  Venezuela.    It  is 


the  site  of  important  military  bases,  including  a 
large  United  States  air  base  under  long  lease. 
The  country^  has  rich,  undeveloped  resources. 
British  Guiana's  development  program  is  aimed 
at  relieving  the  poverty,  illiteracy,  and  generally 
low  living  standards  of  its  450,000  people.  These 
unhealthy  conditions  have  been  exploited  by  Com- 
munist forces  who  seek  to  gain  political  control. 
Success  of  the  development  program  will  effec- 
tively remove  the  means  for  such  exploitation. 

The  University  of  Maryland  intends  to  keep  a 
staff  of  some  18  key  technicians  in  British  Guiana 
and  will  also  train  native  technicians  both  in  the 
comitry  and  at  the  University.  The  first  group  of 
American  experts  scheduled  for  work  in  the  coun- 
try includes  an  agronomist,  a  rural  youth  special- 
ist, a  community  development  expert,  3  housing 
technicians,  a  reclamation  engineer,  a  sanitary 
engineer,  and  2  land  surveyors. 
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CHAPTER  VI 


Other  Parts  of  the  Program 


A  number  of  activities  of  the  mutual  security 
program  are  global  in  scope  and  do  not  lend  them- 
selves to  regional  grouping.  A  report  on  these 
activities  is  contained  in  this  section. 

Escapee  Program  for  Those  Who 
Flee  Communist  Oppression 

The  United  States  escapee  program  provides 
help  to  those  who  flee  Communist  oppression  and 
seek  asylum  in  the  free  countries  of  the  world. 
During  the  6  months  ended  June  30,  1954,  about 
8,000  escapees  from  Iron  Curtain  countries  in 
Europe  and  Asia  were  enabled  to  resettle  in  the 
free  nations  of  the  world  through  assistance  proj- 
ects of  the  escapee  program.  This  brought  to 
more  than  18,000  the  total  number  of  escapees  re- 
settled since  the  program  began  in  the  spring  of 
1952. 

In  Europe. — Over  5,000  escapees  were  moved 
from  Europe  in  the  first  half  of  this  year  and  re- 
settled in  the  United  States,  Canada,  Brazil,  Aus- 
tralia, and  other  countries  of  the  free  world.  More 
than  12,000  escapees  had  been  resettled  from 
Europe  through  mid-195-1. 

Soviet  and  satellite  authorities  use  every  means 
to  prevent  passage  to  the  free  world  side  of  the 
Iron  Curtain.  They  have  laws  which  brand  es- 
cape or  attempted  escape  as  treason  punishable  by 
death.  Internal  security  measures  severely  re- 
strict freedom  of  movement.  An  elaborate  sys- 
tem of  border  controls  includes  watch  towers, 
minefields,  electrified  barbed  wire,  and  a  network 
of  explosive  and  electronic  detection  devices. 

Despite  the  heavy  risk  involved,  escapees  con- 
tinued to  seek  haven  in  the  fi-ee  countries.  Typical 
was  the  flight  last  March  of  10  Hungarian  es- 
capees who  fled  into  Austria.  They  walked  50 
miles,  moving  at  night  and  hiding  in  hay  stacks 
or  in  cornfields  during  the  day.   Twice  the  escapees 


One  uj  the  lucky  escapees  whu  uminujid  lo  cross 
the  iron-curtain  borders  and  find  refuge  in  a  free 
European  country. 

were  fired  on  by  Soviet-controlled  border  patrols, 
but  each  time  they  managed  to  get  through.  They 
finally  reached  safety  in  Austria,  where  they  were 
granted  asylum  and  given  assistance. 

The  care  provided  through  the  escapee  program 
supplements  the  ert'orts  of  tlie  local  governments 
in  the  countries  of  as^yluni.  Most  of  the  care  and 
resettlement  ju'ojects  are  administered  by  private 
voluntary  welfare  agencies  under  contract.  Re- 
settlement projects  are  vindertaken  in  order  to  pro- 
vide counseling,  visa  processing,  and   vocational 
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and  language  training,  so  that  the  escapees  can 
become  productively  employed  in  one  of  the  free 
world  countries  as  quickly  as  possible.  As  of  June 
30,  1954,  25,000  Soviet  orbit  escapees  were  receiv- 
ing assistance  while  awaiting  resettlement,  under 
projects  administered  through  the  United  States 
Operations  Missions  in  the  Western  European 
countries. 

Occasioiially  special  projects  are  undertaken  to 
meet  emergency  needs.  For  example,  a  woman 
wlio  was  rescued  after  losing  her  foot  in  a  land- 
mine explosion  on  the  Hungarian  frontier  received 
all  necessary  medical  and  surgical  attention  in- 
cluding blood  transfusions,  amputation,  grafting, 
and  prosthesis.  Upon  recovery,  she  was  helped 
to  resettle  in  the  United  States. 

Transportation  to  a  country  of  permanent  reset- 
tlement is  arranged  through  a  contractual  agree- 
ment with  the  Intergovernmental  Committee  for 
European  Migration.  Expenses  are  shared  jointly 
by  this  Committee  and  the  FOA.  Close  liaison 
is  maintained  with  the  Department  of  State  in 
order  to  utilize  added  resettlement  opportunities 
made  available  under  the  Refugee  Relief  Act  of 
1953,  and  to  ensure  pi'oper  coordination  in  escapee 
resettlement  activities.  Security  screening  proce- 
dures jirovide  for  thorough  interrogation  and  ex- 
amination of  all  escapees,  and  those  who  resettle 
in  the  United  States  are  subject  to  the  jirovisions 
of  the  Immigration  and  Nationality  Act. 

In  the  Far  East. — Projects  have  also  been  under- 
taken on  behalf  of  recent  escapees  in  the  Far  East. 
A  special  contribution  of  $150,000  was  made  from 
escapee  program  funds  to  aid  in  the  emergency 
situation  resulting  from  a  fire  that  broke  out  on 
Christmas  night  of  1953  among  the  refugee  huts  in 
the  Hong  Kong  area.  The  funds  were  granted  to 
the  Colonial  Government  in  Hong  Kong  to  be 
applied  to  the  construction  of  new,  permanent, 
fireproof  housing  units  for  the  60,000  refugees 
who  were  left  homeless  by  the  fire. 

Resettlement  activities  have  been  undertaken  on 
behalf  of  selected  anti-Communist  Chinese  es- 
capees who  have  fled  the  Chinese  mainland  to  seek 
asylum  in  Hong  Kong.  During  the  6  months 
ended  June  30, 1954,  almost  3,000  Chinese  escapees 
were  resettled  outside  of  Hong  Kong,  principally 
in  Formosa.  This  brought  to  over  6.000  the  total 
number  resettled  from  Hong  Kong. 


News  of  the  escapee  program  and  its  accomplish- 
ments filters  through  the  Iron  Curtain  by  a  variety 
of  means.  Many  who  still  suffer  Soviet  tyranny 
find  solace  in  the  knowledge  that  those  who  have 
succeeded  in  reaching  the  free  world  are  not  only 
granted  asylum,  but  are  welcomed,  cared  for,  and 
offered  a  chance  to  lead  a  free  and  worthwhile  life. 

Farm  Surpluses  Sold  Abroad 

The  Foreign  Operations  Administration  author- 
ized over  $245  million  through  mid-1954  to  pur- 
chase surplus  agricultiu'al  commodities  in  this 
country  and  sell  them  abroad  to  friendly  countries 
who  pay  in  their  own  currencies.  During  the  first 
half  of  1954,  authorizations  amounting  to  over 
$186  million  were  issued.  These  authorizations 
were  made  in  accordance  with  Section  550  of  the 
Mutual  Security  Act  of  1951,  as  amended,  which 
provides  for  the  purchase  of  not  more  than  $250 
million  worth  of  surplus  agricultural  commodities 
to  be  sold  in  this  manner.  Congress  did  not  appro- 
priate additional  money  to  cover  the  purchase  of 
such  surplus  commodities,  but  provided  that  a  por- 
tion of  the  funds  appropriated  for  the  mutual  se- 
curity program  should  be  used  to  carry  out  Section 
550  provisions.  The  foreign  currencies  received 
from  the  sale  of  farm  surpluses  are  to  be  used  for 
military  production  programs,  for  payment  for 
military  materiel  procured  abroad,  and  for  other 
purposes  described  by  this  section  and  in  accord- 
ance with  agreements  reached  with  each  govern- 
ment. 

Largest  sales  of  our  farm  surpluses  have  been 
made  to  the  United  Kingdom.  These  sales,  total- 
ing over  $72  million,  included  fats  and  oils,  dried 
prunes  and  other  fruits,  and  tobacco.  Japan 
ranked  next  with  purchases  of  $43  million  worth 
of  bread  grains  and  $7  million  of  barley.  Other 
purchasing  countries  included  Afghanistan,  For- 
mosa, France,  Finland,  Italy,  Israel,  Netherlands, 
Norway,  Spain,  Western  Germany,  and  Yugo- 
slavia. In  some  cases,  funds  authorized  for  food 
purchases  covered  the  dollar  landed  costs  of  the 
food. 

The  sales  under  Section  550  provided  safeguards 
against  the  substitution  or  displacement  of  the 
usual  marketings  of  the  United  States  and  other 
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Over  S245  Million  Has  Been  Authorized 
To  Purchase  U.S.  Surplus  Commodities' 


Commodity 
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Tobocco 

Fats  a  Oils 

Meats 

Fruits 

Coarse  Grains 

Ocean  Freight 

'Section  550  program 


(Millions  of  Dollars) 

20  40  60 


Procurement  Authorizations 
Fiscal  Year  19S4 


friendly  countries  and  assiu-ed  that  the  prices 
obtained  were  consistent  with  world  market  levels. 
Shipments  of  the  surplus  items  were  subject  to 
tlie  usual  FOA  requirements  that  50  percent  be 
shipped  in  American  vessels.  It  was  also  pro- 
vided that  the  commodities  could  not  be  trans- 
shipped or  re-exported  or  used  for  other  than 
domestic  consumption  without  the  prior  approval 
of  the  United  States. 

Commodities  were  considered  eligible  for  sale 
under  the  program  in  accordance  with  the  recom- 
mendations of  the  Secretary  of  Agriculture.  It 
was  not  possible  to  arrange  for  sale  of  some  of 
the  reconmiended  items,  such  as  certain  dairy 
products,  certain  fruits,  dried  beans  and  peas, 
tomato  paste,  and  tomato  puree. 

Most  of  the  sales  authorized  were  executed 
tlirough  normal  channels  of  trade.  The  excep- 
tions involved  items,  such  as  peanuts  and  cotton- 
seed oil,  which  were  obtained  from  inventories  of 
the  Commodity  Credit  Corporation.  In  general, 
the  Foreign  Operations  Administration  made 
every  effort  to  direct  the  maximum  volume  of 
business  into  private  liands.     More  than  90  per- 


cent of  the  commodity  trade  carried  out  under 
Section  550  authorizations  was  accomplished  by 
private  commercial  operators. 

During  the  period,  special  attention  was  given 
to  the  possibility  of  developing  triangular  trade 
transactions — that  is,  transactions  whereby  FOA 
would  sell  agricultural  commodities  to  one  coun- 
tiy  in  return  for  local  currency  to  be  used  to 
purchase  and  export  items  required  for  FOA  pro- 
grams in  another  country.  A  triangular  transac- 
tion was  concluded  in  June,  when  an  arrangement 
was  made  under  which  $5  million  worth  of  to- 
bacco and  cotton  was  sold  to  Finland.  Part  of 
the  local  currency  obtained  from  this  sale  was 
made  available  for  the  purchase  of  lumber  to  be 
used  in  the  reconstruction  of  earthquake  damage 
in  the  Ionian  Islands  of  Greece. 

The  $245  million  of  purchases  under  Section 
550  are  over  and  above  the  surplus  commodities 
authorized  for  financing  from  other  appropriated 
funds.  FOA  and  its  predecessor  agencies  have 
traditionally  authorized  procurement  in  ,  the 
United  States  of  wheat,  cotton  and  other  surplus 
commodities  to  assist  countries  participating  in 
the  mutual  security  program. 

Public  Law  216  for  Famine  Relief 

Among  the  special  legislative  programs  admin- 
istered by  the  Foreign  Opertions  Administration 
during  fiscal  year  1954  was  Public  Law  216,  83d 
Congress,  sometimes  referred  to  as  "Famine 
Relief."  The  authorization  under  this  law  ex- 
pired on  March  15,  1954. 

Under  Public  Law  216,  FOA  authorized  for 
shipment  a  total  of  84,200  tons  of  wheat,  valued 
at  $9.5  million,  for  shipment  to  friendly  countries 
of  the  free  world  which  were  threatened  by  criti- 
cal food  shortages  and,  in  some  cases,  'famine 
conditions.  Bolivia,  lacking  sufficient  foreign 
exchange  to  import  urgently  needed  food,  received 
the  great  bulk  of  the  grain  allotments — ^$5  million 
worth  in  October  1953,  and  $3  million  worth  in 
March  1954.  Jordan,  suffering  from  drought,  re- 
ceived some  10,000  tons  in  November  1953.  Libya, 
also  hit  severely  by  drought,  was  shipped  2,200 
tons.  The  timely  measures  taken  to  send  our 
surplus  food  into  areas  of  need  helped  tide  the 
people  of  these  4  countries  through  conditions 
of  extreme  hardship. 
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American  surplus  wheat  and  four  heing  received  hy  the  peopU  oj  Afykdjiistan  under  '''Section  ooC'' 
provisions  for  sale  of  our  surplus  farm  products  abroad.  In  accordance  with  these  provisions,  the 
Foreign  Operations  Administration  has  authorised  over  $24S  million  to  purchase  American  surplus 
agricidtural  commodities  and  sell  them  to  other  free  nations  who  pay  in  their  own  currency. 


Transportation:  Over  50  Percent 
in  American  Ships 

Europe  still  remains  the  chief  recipient  of  com- 
modity shipments  financed  by  the  Foreign  Opera- 
tions Administration,  although  recent  figures  are 
considerably  lower  than  bef  oi-e  because  of  program 
reductions.  For  example,  for  the  fiscal  year  ended 
June  30, 1954,  an  estimated  3.5  million  tons  of  non- 
military  items  were  shipped  to  Europe,  as  com- 
pared with  5  million  tons  the  previous  fiscal  year, 
and  nearly  15  million  tons  for  the  fiscal  year  1952. 
United  States-flag  participation  in  nonmilitary 
aid  shipments  to  the  Eui-opean  area  is  as  follows 
for  the  period  July  1, 1953,  through  May  31,  1951 : 


dry-bulk  carriers — 53  percent,  liner — 52  percent. 
In  the  tanker  category,  preliminary  unofficial  fig- 
ui'es  are  available  for  July  1953-May  1954  which 
show  that  United  States-flag  vessels  carried  53 
jDercent  of  total  tanker  cargo. 

Next  in  magnitude  of  tonnage  received  is  the 
Far  East.  Commodity  shipments  to  this  area 
have  shown  a  steady  growth  since  1950  due  to  in- 
creased United  States  assistance  in  Korea  and 
Indochina.  Eeports  show  United  States-flag  ves- 
sels carried  78  percent  of  total  cargo  in  the  dry- 
bulk  category,  63  percent  in  the  liner  category, 
and  78  percent  in  the  tanker  category  for  the  pe- 
riod July  1,  1953,  through  May  31,  1954.     The 
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most  recent  unofficial  i-ecord  of  tanker  shipments 
indicates  that  United  States-flag  vessels  moved 
nearly  all  of  the  tanker  tonnage  carried. 

Shipments  to  the  Near  East  area  ranged  in  total 
from  13  tons  shipped  to  Afghanistan  to  38,000  tons 
transported  to  Israel.  The  sum  of  all  Near  East 
ai'ea  liner  shipments  from  July  1, 1053  to  February 
28, 1954,  excluding  wheat  shipments  for  Pakistan, 
totaled  45,000  tons ;  70  percent  was  moved  in  U.  S.- 
flag  vessels.  There  was  one  tramp  cargo,  which 
also  moved  in  a  U.  S.-flag  vessel. 

Strategic  materials  procured  under  Foreign  Op- 
erations Administration  programs  are  also  subject 
to  the  United  States-flag  rule.  From  the  begin- 
ning of  the  program  in  1949  through  the  end  of 
May  1954,  56  percent  of  the  strategic  materials 
shipments  on  liners  and  85  percent  of  the  ship- 
ments on  tramps  have  moved  in  United  States- 
flag  vessels. 

Through  May  1954,  United  States-flag  vessels 
carried  67  percent  of  all  military  items  shipped 
under  grant  aid  in  accordance  with  the  provision 
covering  the  military  assistance  portion  of  the 
mutual  security  program. 

Freight  Paid  on 
Voluntary  Relief  Shipments 

For  the  fiscal  year  1954,  Congress  appropriated 
$1.8  million  for  financing  the  ocean  freight  costs 
of  voluntary  relief  shipments.  Another  $4.0  mil- 
lion was  authorized  by  the  President  as  essential 
to  support  this  program,  so  that  a  total  of  $5.8 
million  was  made  available  for  ocean  freight. 

In  addition,  the  President  authorized  the  use 
of  $1.5  million  to  defray  costs  of  transporting  sur- 
plus agricultural  commodities  from  point  of 
storage  to  United  States  ports. 

From  July  1  through  June  30. 1954,  $4.7  million 
was  expended  to  subsidize  transportation  of  relief 
shipments  of  American  voluntary  nonprofit  relief 
agencies  registered  with  the  Advisory  Committee 
on  Voluntary  Foreign  Aid.  This  brought  to  a 
total  of  $32.0  million  the  payments  since  July  1948 
to  defray  the  cost  of  ocean  transportation  of  vol- 
untary relief  shipments.  Of  this  amount  $18.6 
million  or  58  percent  was  used  to  pay  for  parcel 
post  packages  sent  by  individual  donors.  The 
parcel  post  subsidy  progi'am  was  ended  on  March 
31,  1953. 

The  ocean  freight  subsidy  at  present  is  paid  on 
shipments  to  Austria,  France  ( including  Morocco 


and  Tunisia),  Germany,  Greece,  Italy,  Trieste, 
Yugoslavia,  India,  Pakistan,  Korea,  Formosa, 
Lebanon,  and  Iran. 

Since  May  19r!3,  the  Department  of  Agriculture 
has  made  available,  under  Section  416  of  the  Agri- 
cultural Act  of  1949,  70,000  tons  of  dried  milk, 
30,000  tons  of  butter,  and  25,000  tons  of  cheddar 
cheese,  as  well  as  an  unlimited  amount  of  cotton- 
seed oil  for  distribution  to  needy  persons  abroad. 
Bj'  the  end  of  June  1954,  the  inland  and  ocean 
freight  costs  of  over  76,600  tons  of  these  commodi- 
ties were  either  financed  or  earmarked  for  financing 
under  the  subsidization  program. 

Guaranty  Program  Insures  United 
States  Investment  Abroad 

Through  the  investment  guaranty  program,  the 
United  States  Government  has  offered,  for  a  fee, 
insurance  protection  to  new  American  private  in- 
vestments abroad  against  the  risks  of  currency 
inconvertibility  and  loss  through  expropriation  or 
confiscation.  The  Mutual  Security  Act  of  1953 
provides  that  guaranties  shall  be  available  to  pro- 
tect investments  in  any  counti'y  with  which  the 
United  States  has  agreed  to  institute  the  guaranty 
progi-am. 

Agreements  on  the  use  of  the  program  provide 
for  the  treatment  to  be  accorded  foreign  currency, 
property,  and  claims  acquired  by  the  United  States 
when  guaranties  are  invoked.  During  the  period 
under  review,  an  agreement  with  respect  to  both 
convertibility  and  expropriation  guaranties  was 
completed  with  Japan  so  that  by  June  30,  1954, 
the  required  assurances  had  been  obtained  from 
19  countries  with  respect  to  convertibility  guar- 
anties ;  agreements  with  17  of  these  countries  also 
were  made  with  respect  to  expropriation  guaran- 
ties. 

In  the  first  half  of  1954,  10  guaranties  totaling 
$5.2  million  were  issued  to  cover  investments  in 
5  countries.  Three  of  these  guaianties  were 
issued  against  loss  of  investment  through  expro- 
priation or  confiscation.  On  a  cumulative  basis 
through  June  30,  1954,  67  industrial  investment 
guaranties  totaling  $47.6  million  had  been  issued. 
Of  the  total,  $45.0  million  insured  against  incon- 
vertibility of  foreign  currency  receipts,  and  $2.6 
million  against  loss  through  expi(>i)riati()n  or  con- 
fiscation. Total  fees  collected  amounted  to  over 
$1  million ;  no  payments  under  guaranty  contracts 
have  been  required. 
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United  States  private  investments  covered  by 
guaranties  issued  during  the  6  months  included 
the  establishment  in  France  of  a  subsidiary  to 
supervise  the  manufacture  and  sale  of  an  impor- 
tant agi'icultural  fungicide,  the  licensing  of  a  Ger- 
man firm  to  manufacture  and  sell  electronic  and 
mechanical  equipment  for  radar  and  underwater 
depth  sounding,  the  acquisition  of  an  interest  in 
a  Dutch  company  engaged  in  the  processing  of 
castor  beans  used  in  certain  kinds  of  fertilizers, 
participation  by  an  American  pharmaceutical 
company  in  the  ownership  of  an  Italian  firm  and 
arrangements  between  the  two  for  scientific  and 
technical  collaboration,  the  organization  of  an 
Italian  subsidiary  for  the  cultivation  and  sale  of 
seeds,  and  the  licensing  of  an  Italian  firm  to 
manufacture  and  sell  electronic  tubes. 

Guaranties  were  also  issued  to  insure  the  con- 
vertibility of  sterling  receipts  into  dollars  of  in- 
vestments in  subsidiaries  in  the  United  Kingdom 
to  produce  and  sell  platinum  catalyst  used  in  pe- 
troleum refining,  to  lease  and  operate  a  new  hotel 
in  London,  and  to  manufacture  and  sell  single- 
and  multiple-spindle  lathes  used  in  precision  work. 

All  of  these  investments  are  expected  to  further 
the  purposes  of  the  Mutual  Security  Act  by  pro- 
moting the  participation  of  private  capital,  in- 
creasing productivity,  and  helping  to  strengthen 
balance  of  payments  positions  abroad  through 
foreign  exchange  savings  or  earnings. 

Aid  to  American  Small  Business 

During  the  first  6  months  of  1954,  the  Foreign 
Operations  Administration,  through  its  Office  of 
Small  Business,  continued  to  issue  advance  pro- 
curement information  regarding  purchases  for 
programs  abroad.  About  500  trade  opportunities 
were  publicized  through  the  media  of  Small  Busi- 
ness Circulars,  Memos,  and  Weekly  Summaries 
issued  to  American  firms  on  the  small  business 
mailing  list.  This  list  is  broken  clown  by  com- 
modities, so  that  such  firms  receive  procurement 
data  only  on  products  in  which  they  have  a  par- 
ticular interest. 

Every  effort  has  been  made  to  insure  that  FOA 
procurement  information  data  reach  as  wide  a  cir- 
culation as  possible  among  the  American  business 
public.  There  were  indications,  however,  that 
many  eligible  firms  were  not  aware  of  the  oppor- 
tunities under  the  mutual  security  program  to  par- 
ticipate in  export  trade.     Additional  steps  were 


taken,  therefore,  to  inform  such  firms  of  the  nu- 
merous advantages  of  available  information 
services. 

During  the  period  also,  FOA  missions  were 
queried  regarding  the  need  overseas  for  libraries 
of  American  manufacturers'  catalogs  to  assist  in 
drawing  up  procurement  specifications.  Thus  far, 
23  covmtries  have  expressed  a  desire  to  have  such 
libraries  established  with  the  cooperation  of 
American  manufacturers,  or  to  have  existing  li- 
braries supplemented ;  12  countries  have  indicated 
either  that  they  do  not  feel  the  need  for  such 
libraries  or  that  they  are  already  established. 

The  Foreign  Operations  Administration  has  a 
Contact  Clearing  House  Service  which  assists  in 
arranging  direct  contacts  between  American  and 
foreign  firms  interested  in  exploring  specific  pos- 
sibilities for  investment  agreements.  Investment 
proposals  from  American  firms  are  filed  with  the 
Office  of  Small  Business,  which  in  turn  distributes 
them  abroad  through  volunteer  field  counsellors. 
In  addition,  many  requests  from  abroad  for  in- 
vestment opportunities  are  received  and  dissemi- 
nated in  this  country.  During  the  period,  the 
clearing  house  service  was  extended  to  Japan, 
where  there  are  some  1,200  active  volunteer  field 
counsellors.  In  addition  to  Japan,  the  service, 
currently  operates  in  13  countries  of  Western  Eu- 
rope, and  in  Israel,  the  Philippines,  Formosa,  and 
the  British  and  French  overseas  territories.  Ne- 
eotiations  for  clearing  house  services  are  under 
way  in  Australia,  India,  and  the  Latin  American 
countries. 

Reimbursable  Military  Assistance 
to  47  Countries 

Under  mutual  security  legislation,  the  President 
is  authorized  to  transfer  equipment,  materials,  and 
sei'vices  to  certain  nations  and  international  or- 
ganizations on  a  reimbursable  basis  and  to  provide 
them  with  procurement  assistance,  without  cost 
to  the  United  States. 

Over  the  past  4  years,  nearly  $742  million  worth 
of  military  goods  and  services  has  been  sold  to 
our  allies  on  a  reimbursable  basis.  By  June  30, 
1954,  the  purchasing  governments  had  paid  $614 
million  toward  the  total  amount  purchased; 
the  remainder  of  $128  million  will  be  paid  for  be- 
fore the  materials  or  services  involved  are  fur- 
nished by  the  United  States.    Total  purchases  by 


60 


service  were :  Army.  $224  million  ;  Navy,  $167  mil- 
lion :  Air  Force,  $351  million. 

A  wide  range  of  military  end  items  have  been 
sold  to  47  friendly  countries.  Purchases  have 
included  6  light  cruisers,  5  destroyer  escorts,  5 
coast  guard  utility  vessels,  i  patrol  frigates,  555 
aircraft  of  all  types,  486  tanks,  187  gun  motor  car- 
riages, 343  armored  tars,  and  other  equipment 
such  as  ammunition  and  electronic  materials. 

Sales  of  this  matei'iel  under  the  reimbursable 
military  assistance  provisions  have  not  been  ap- 
proved when  the  items  requested  were  readily 
available  on  the  commercial  market  in  the  amount, 
form,  or  time  required.  Each  request  has  been 
carefully  screened  when  received  and  approved 
only  if  wholly  in  accord  with  the  United  States 
objectives  for  the  area  concerned.  The  Dominion 
of  Canada  has  been  the  largest  purchaser,  although 
the  Latin  American  countries  have  made  impor- 
tant acquisitions  which  have  added  to  their  ability 
to  participate  in  hemispheric  defense. 

Every  encouragement  is  being  given  to  expand 
the  self-help  feature  of  the  mutual  security  pro- 
gram. Future  sales,  however,  will  depend  heavily 
upon  the  availability  of  dollar  resources  in  the 
purchasing  countries. 

Participation  in  International 
Organizations 

l/iV  Expanded  Program  of  Technical  Assist- 
ance.— As  a  part  of  its  total  program  to  aid  in  the 
economic  development  of  underdeveloped  coun- 
tries, the  United  States  has  made  substantial  con- 
tributions to  the  United  Nations  technical  assist- 
ance program  each  year  since  the  inception  of  the 
program  in  1950.  Technical  assistance  is  fur- 
nished to  the  economically  less-developed  coun- 
tries at  their  request,  and  the  FOA  missions  and 
the  organizations  of  the  United  Nations  cooperate 
closely  in  meeting  the  needs  of  these  countries  so 
that  the  two  programs  complement  each  other 
rather  than  overlap. 

During  the  first  half  of  1954,  United  Nations 
projects  were  being  carried  out  in  76  countries 
with  the  assistance  of  about  1,100  experts  drawn 
from  over  60  countries.  Technical  assistance  was 
being  provided  primarily  in  the  fields  of  health, 
agriculture,  education,  vocational  training,  and 
public  administration.  In  Israel,  for  example, 
soil  and  water  conservation  experts  of  the  U.  N. 
Food  and  Agriculture  Organization  have  been 


working  as  advisers  to  the  Israeli  Soil  Conserva- 
tion Department.  This  fundamental  project  en- 
compasses activity  in  soil  classification,  erosion 
control,  water  control,  and  irrigation.  The  train- 
ing of  local  technicians  is  of  special  importance 
in  this  field,  since  these  technicians  will  later  carry 
out  a  national  program  of  soil  conservation. 

A  number  of  projects  which  had  been  under- 
taken by  United  Nations  agencies  have  now  been 
taken  over  by  the  participating  governments.  In 
Lebanon,  for  example,  the  World  Health  Organi- 
zation has  gradually  trained  a  national  team  of 
health  technicians  in  malaria  control,  and  the  re- 
sponsibilities for  continuing  necessary  measures 
to  combat  the  disease  have  been  taken  over  by  the 
Lebanese  themselves.  In  El  Salvador,  the  gov- 
ernment is  setting  up  new  sugar  plants  and  re- 
fineries which  embody  many  of  the  recommenda- 
tions of  UN  technicians.  Such  projects  will 
help  diversify  the  economy  of  the  country,  which 
now  depends  so  heavily  on  coflEee. 

These  examples  are  typical  of  the  numerous  in- 
stances in  which  the  participating  government  has 
been  enabled  to  assume  independent  responsibil- 
ity for  projects  needed  in  its  development.  Such 
actions  are  an  important  measure  of  the  success 
of  the  program,  since  technical  assistance  is  based 
on  the  premise  that  the  host  governments  will 
eventually  be  able  to  carry  on  what  outside  experts 
show  them  how  to  do. 

For  calendar  year  1954, 71  governments  pledged 
a  total  of  the  equivalent  of  $24.3  million  in  sup- 
port of  UN  technical  assistance.  This  is  the 
largest  number  of  governments  to  support  the 
program  since  its  beginning  and  is  also  the  largest 
total  of  pledges.  In  addition  to  these  pledges, 
which  are  made  to  the  central  account,  local  con- 
tributions by  the  assisted  governments  in  1954  will 
total  the  equivalent  of  an  estimated  $39.8  million 
in  national  currencies.  The  United  States  pledge 
to  the  central  account  was  about  $13.9  million,  of 
which  about  $10.0  million  was  pledged  subject  to 
Congressional  approval.  The  United  States 
pledge  was  57  percent  of  total  pledges  to  the  cen- 
tral account;  $3.9  million  of  its  pledge  has  been 
paid. 

In  March  1954,  the  restrictions  which  the  USSR 
had  originally  attached  to  its  pledge  for  calendar 
year  1953  were  finally  withdrawn  after  the  United 
Nations  had  refused  to  accept  such  restrictions. 
The  USSR  contribution  for  1953  of  4  million 
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rubles,  equivalent  to  $1  million,  was  its  first  con- 
tribution toward  the  United  Nations  technical  as- 
sistance program. 

Technical  Cooperation  Program  of  the  Organ- 
ization of  American  States  (OAS). — The  deep 
interest  of  the  Latin  American  governments  in  the 
technical  assistance  program  of  the  OAS  was  re- 
flected in  the  close  study  of  the  program  at  the 
Tenth  Inter-American  Conference  held  at  Car- 
acas, Venezuela,  in  March  1954.  A  resolution  was 
adopted  declaring  that  the  program  was  one  of 
the  most  important  activities  of  the  OAS  and 
that  it  "represents  a  firm  and  unmistakable  expres- 
sion of  the  principle  of  cooperative  effort  among 
the  member  states."  The  resolution  called  upon 
members  to  give  increased  attention  to  the  financ- 
ing of  the  progi-am.  Earlier  Dr.  Milton  Eisen- 
hower in  his  report  on  United  States-Latin  Ameri- 
can relations  recommended  that  "particularly 
should  v.c  continue  to  support  the  work  of  the 
Inter-American  Economic  and  Social  Council  and 
to  encourage  that  organization  to  expand  its  suc- 
cessful multilateral  technical  cooperation  program 
among  the  nations  of  this  hemisphere." 

During  the  first  half  of  1954,  5  regional  train- 
ing projects  continued  in  operation  under  OAS 
auspices.  These  were  in  the  fields  of  agricultural 
extension,  housing,  foot-and-mouth  disease,  home 
economics,  and  economic  and  financial  statistics. 
In  addition,  2  new  training  centers  were  insti- 
tuted. One,  in  Venezuela,  is  addressed  to  the  im- 
provement of  rural  primary  education,  the  only 
systematic  education  that  millions  of  Latin  Ameri- 
cans receive.  The  education  center  is  providing 
intensive  2-year  courses  for  instructors  who  will 
return  to  positions  in  normal  schools  in  their  re- 
spective countries,  and  will  help  in  the  training 
of  more  and  better  teachers  of  rural  schools.  The 
other  new  center,  located  in  Brazil,  has  been  estab- 
lished to  improve  information  on  agricultural, 
animal,  and  mineral  resources  and  to  train  experts 
in  techniques  used  in  evaluating  natural  resources. 

The  number  of  participating  countries  was 
brought  to  19  during  the  first  half  of  the  year  when 
7  additional  governments  made  pledges  to  the  1954 
program.  Combined  pledges  totaled  $1,430,892; 
this  total  represented  an  increase  of  approximately 
$65,000  over  the  1953  pledges.  As  in  earlier  years, 
the  United  States  pledged  $1  million,  subject  to 
the  limitation  that  this  contribution  would  not 


exceed  YO  percent  of  total  contributions  of  all 
governments. 

United  !\ations  Children's  Fund. — In  January 
1954,  as  the  result  of  a  U.  N.  General  Assembly 
resolution  passed  during  the  session  of  the  pre- 
vious fall,  the  United  Nations  Children's  Fund 
(UNICEF)  began  its  first  full  year  of  operation 
as  a  continuing  organization. 

The  Executive  Board  of  UNICEF  met  in  March 
and  approved  aid  totaling  $4.2  million.  Long- 
range  aid,  which  constituted  85  percent  of  the 
allocations,  was  voted  to  47  countries,  so  that  a 
total  of  78  countries  were  being  assisted  as  of 
June  30,  1954.  Emei'gency  aid,  comprising  but 
15  percent  of  the  allocations,  was  provided  to 
help  alleviate  poverty  conditions  in  India  and 
to  meet  food  shortages  in  tlie  Philippines  which 
were  caused  by  a  heavy  infestation  of  rats  on 
Mindanao.  Subsequently,  by  mail  poll,  $53,000 
was  allocated  for  emergency  aid  to  victims  of  a 
severe  flood  in  Iraq. 

Aid  was  approved  for  the  first  time  for  (a)  an 
environmental  sanitation  program  to  improve 
water  supplies  and  sanitary  facilities  in  rural 
Burma,  where  unhealthful  conditions  are  causing 
a  high  percentage  of  infant  deaths;  and  (h)  a 
modest  progi-am  for  rural  primary  school  health, 
nutrition  and  related  services  in  Honduras,  the 
object  of  which  is  to  encourage  better  standards 
of  child  and  community  health  by  marshalling 
community  cooperation.  Other  "firsts"  include  a 
program  in  Africa,  south  of  the  Sahara,  for  ma- 
ternal and  child  welfare;  and  a  program  in  the 
eastern  Mediterranean  area  for  control  of  tra- 
choma and  other  eye  diseases. 

In  Latin  America,  where  dietary  deficiencies, 
particularly  in  proteins,  are  widespread,  long- 
range  supplementary  food  programs  were  con- 
tinued in  2  countries  and  inaugurated  in  9  others. 
These  programs  have  been  made  possible  largely 
because  dry  skim  milk,  acquired  by  the  United 
States  Department  of  Agriculture  in  supporting 
dairy  prices,  has  been  made  available  to  UNICEF 
at  nominal  prices.  Since  March  1953,  UNICEF 
has  obtained  125  million  pounds  of  dry  milk  for 
long-range  feeding  programs  in  various  parts  of 
the  world. 

UNICEF  is  currently  assisting  213  programs. 
Over  half  of  these  are  in  the  field  of  public  health, 
including  34  for  malaria  control  and  29  for  anti- 
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tuberculosis  vncciiiation  campaigns.  Tlie  remain- 
ing programs  deal  mainly  with  maternal  and  child 
welfare,  and  child  nutrition. 

The  target  figures  set  by  UNICEF  for  its  pro- 
grams in  195-i  include:  14,300,000  children  and 
mothers  to  be  vaccinated  against  tuberculosis; 
1,760,000  to  be  treated  for  yaws,  bejel,  and  syphilis ; 
and  8,500,000  to  be  protected  against  malaria  and 
other  insect-borne  diseases.  With  respect  to  long- 
range  feeding,  an  estimated  1,000,000  children  will 
receive  a  daily  ration.  In  addition,  many  children 
and  pregnant  mothers  will  benefit  from  the  5,480 
maternal  and  child  welfai-e  centers  and  clinics 
being  assisted  by  UNICEF. 


Tlie  general  trend  in  the  number  of  governments 
supporting  UXICEF  is  encouraging.  In  1953,  46 
governments  paid  into  the  central  account  contri- 
butions totaling  $14.4  million,  of  which  the  United 
States  contribution  of  $9.8  represented  68  percent. 
An  additional  $25  million  was  contributed  by  the 
local  governments  in  the  form  of  supplies  and 
services.  As  of  June  1954,  $4.5  million  had  been 
jaledged  or  contributed  to  the  UNICEF  central 
account  for  1954.  A  number  of  countries,  includ- 
ing the  United  States,  have  not  yet  made  their 
pledges  for  the  current  year's  program.  The 
United  States  pledge  is  dependent  upon  action  by 
the  Congress. 
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PRESIDENT'S   LETTER   OF   TRANSMITTAL 

To  the  Congress  of  the  United  States: 

I  am  transmitting  herewith  the  Seventh  Semiannual  Eeport  on  the  Mutual 
Security  Program.  This  report  covers  operations  during  the  6-month  period 
June  30th-December  31st,  1954,  carried  out  in  furtherance  of  the  purposes  of 
the  Mutual  Security  Act  of  1954. 

During  this  period,  you  will  note  there  was  a  significant  acceleration  of 
operations  in  Asia,  where  the  bulk  of  the  free  world's  population  occupies  its 
gi'eatest  land  mass,  and  where  Communism  is  stepping  up  its  efforts  of 
expansion. 

These  worldwide  programs  of  military  aid,  economic  development  and 
technical  cooperation  are  increasing  the  military  security  and  economic  progress 
of  the  United  States  and  our  cooperating  partners  in  the  free  world. 


X-^    LJ^~S-^  C^^iZ^ Lj-tCj.^  A./l'O^N. 


The  White  House, 
March  U,  1955. 
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CHAPTER  I 


Changing  Direction  and 
New  Opportunities 


MUTUAL  SECURITY  activities  during  the 
second  half  of  1954  reflected  a  further  shift 
in  program  emphasis  to  the  economically  less- 
advanced  areas  of  the  free  world.  This  change 
in  the  pattern  of  United  States  foreign  operations 
accords  with  the  improvement  in  Western  Europe's 
economic  situation  and  responds  to  the  current 
requirements  and  opportunities  for  effective  sup- 
port to  those  underdeveloped  countries  which  have 
demonstrated  their  will  to  go  forward  by  invigor- 
ating their  own  efforts  for  stability  and  develop- 
ment. At  this  juncture,  such  support  has  the 
potential  to  produce  the  greatest  gains,  in  terms 
of  long-term  security  and  economic  well-being,  for 
the  United  States  and  the  free  world  as  a  whole. 

In  the  ()-month  period  covered  by  this  report, 
economic  and  technical  cooperation  programs  in  a 
number  of  countries — Iran,  Egypt,  Guatemala,  for 
examples — were  reshaped  and  strengthened  to  take 
advantage  of  the  enlarged  possibilities  for  prog- 
ress which  stemmed  from  the  recent  settlements 
of  long-standing  difficulties.  Additional  quanti- 
ties of  necessary  weapons  and  equipment  were  de- 
livered to  our  partnei-s  in  the  free  world  defense 
effort.  In  some  countries — Formosa,  Thailand, 
Turkey — military  aid  pi-ograms  were  stepped  up 
to  keep  pace  with  present  security  requirements. 
An  agreement  was  worked  out  with  the  Govern- 
ment of  the  Republic  of  Korea  which  permitted 
the  Korean  reconstruction  and  development  pro- 
gram to  proceed  at  a  faster  rate.  Half  a  million 
Vietnamese  who  fled  the  Communist  regime  were 
helped  to  move  southward  to  start  life  anew  under 
democracy.  Plans  were  developed  with  coun- 
tries in  all  parts  of  the  world  to  use  United  States 
agricultural  surpluses  to  a  lai'ger  extent  in  the 
various  programs  abroad. 

These  multiple  actions  characterized  the  make- 
up and  direction  of  the  nuitual  security  effort  un- 


der the  program  authorized  by  the  Congress  for 
the  current  fiscal  year  of  operation. 

The  Present  Program 

For  the  fiscal  year  which  will  end  on  June  30, 
1955',  a  total  of  $2.8  billion  in  new  funds  was  ap- 
propriated by  the  Congress  for  mutual  security 
purposes.  In  addition,  $2.5  billion  of  funds 
unobligated  in  previous  years  was  authorized  to 
be  carried  over  for  use  in  the  current  program. 
Virtually  all  of  this  carryover  was  earmarked  for 
the  supply  of  military  weapons  and  equipment 
under  the  military  aid  agreements  which  we  have 
with  over  30  countries  around  the  world. 

New  funds  made  available  for  mutual  security 
programs  have  been  reduced  steadily  in  recent 
years,  for  the  most  part  because  of  the  growing 
ability  of  Western  Europe  independently  to  fi- 
nance its  requirements  from  the  dollar  area.  This 
fiscal  year's  appropriation  of  $2.8  billion  was 
nearly  $2  billion  less  than  that  of  the  previous  fis- 
cal year,  and  some  $4.5  billion — or  62  percent — 
below  the  appi-opriation  for  fiscal  year  1952,  the 
year  of  the  first  Mutual  Security  Act. 

For  the  1955  fiscal  year,  roughly  45  percent  of 
the  new  fmids  was  appropriated  for  items  which 
go  directly  to  the  armed  forces  of  our  partner 
nations  to  reinforce  total  free  world  security; 
about  15  percent  was  for  progi-ams  which  give  ad- 
ditional support  to  their  defense  effort  by  pro- 
viding economic  assistance;  and  some  15  percent 
was  for  development  assistance,  technical  coopera- 
tion and  a  nvunber  of  other  purposes  such  as  the 
program  to  aid  Iron-Curtain  escapees,  our  con- 
tributions to  United  Nations  programs  and  funds 
for  western  Berlin.  The  remainder  is  accounted 
for  by  a  fund  of  $700  million  which  was  earmarked 
for  assistance,  as  decided  by  the  President,  to  the 
broad  area  of  Southeast  Asia  and  the  Western 
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The  Current  Mutual  Security  Program 


other  Programs 
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Technical   Coopero 
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and  Western 
Pacific 
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Support 


Direct  Forces 
Support 
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Appropriation  of  New  Funds 
Fiscal   Year  1955 

(Millions  of  Dollars) 


For  military  weapons, 
equipment,  and 
training 


For  assistance  to  the  general  area  under 
conditions  to  be  specified  by  the  President 


For  basic  resources  needed  by  certain  countries 
if  they  are  to  maintain  an  adequate  defense 
effort  and  stable  economy 


For  civilian-type  items  provided  directly  to  the 
military,  and  for  financing  production  of  military  aircraft 


Pacific.  A  j^ortion  of  this  fimd  has  ah-eady  been 
put  to  use  for  carrying  out  the  movement  and  re- 
settlement of  the  hundreds  of  thousands  of  refu- 
gees from  communism  in  the  Indochina  region. 

Midway  in  tlie  reporting  period,  tlie  Foreign 
Operations  Administration  finished  its  first  full 
year  of  operation  under  the  Executive  order  em- 
bodying Reorganization  Plan  No.  7.  The  several 
agencies  consolidated  into  Foa  liad,  at  the  time  of 
their  incorporation,  significant  differences  in  ad- 
ministrative, fiscal,  and  programming  processes 
which  affected  nearly  every  phase  of  operations. 
To  remedy  this  situation,  Foa  carried  out  a  thor- 
ough management  self-appraisal.  This  study 
produced  a  plan  for  the  integration  of  the  different 
existing  systems  into  a  single,  comprehensive  pro- 
cedui'e  for  progi'am  planning,  approval,  and  exe- 
cution. The  new  processes  ai'e  now  in  operation 
and  permit  a  more  effective  use  of  assistance  funds. 

Tlae  total  number  of  technicians  required  for 
overseas  service  is  rising  as  the  technical  coopera- 


tion program  continues  to  grow.  In  the  face  of 
tliese  increasing  requirements,  there  is  a  shortage 
of  qualified  technicians  who  are  immediately  avail- 
able and  suitable  for  work  abroad.  The  integra- 
tion of  responsibility  for  all  program  operations 
lias  made  it  possible  to  streamline  and  accelerate 
tlie  i-ecruitment  procedures,  but  overseas  person- 
nel recruitment  continues  to  be  a  problem. 

Spotlight  on  the 
Underdeveloped  Areas 

The  importance  of  the  underdeveloped  areas  of 
Asia,  Africa,  and  Latin  America  has  been  brought 
liome  to  us  in  many  ways,  in  recent  years  with 
increasing  and  often  disturbing  emphasis  as 
events  on  tlie  world  scene  have  heavily  underlined 
the  fact  that  the  security  and  welfare  of  those 
areas  are  closely  bound  in  with  our  own  security 
and  welfare.  Together,  the  underdeveloped  coun- 
tries hold  the  bulk  of  the  world's  population,  oc- 
cupy the  largest  part  of  its  land  area,  constitute 


the  major  source  of  its  key  minerals  and  raw  ma- 
terials, and  contain  many  of  its  most  valuable  mili- 
tary bases.  It  is  not  difficult  to  perceive,  there- 
fore, why  it  is  in  our  interest  to  be  deeply  con- 
cerned with  the  stability  of  these  countries,  their 
rate  of  economic  growth,  tlieir  ability  to  meet  the 
enlarged  requirements  of  their  people,  and  the 
success  of  tlieir  present  efforts  to  strengthen  them- 
selves and  move  forward  in  freedom  by  the  demo- 
cratic processes  appropriate  to  their  own  society. 

The  Soviets,  needless  to  say,  are  not  unmindful 
of  the  vast  human  and  material  resources  of  the 
imderdeveloped  areas.  If  these  resources  should 
fall  under  Soviet  influence,  the  road  to  the  Com- 
nuinist  end  goal  of  world  domination  would  be 
made  relatively  smooth. 

Of  late,  the  Soviet  apparatus  has  been  intensify- 
ing its  campaign  to  persuade  the  people  in  the  less- 
developed  countries  that  f(n'  them  the  Communist 
way  is  the  best  way  to  achieve  rapid  economic 
progress.  The  Ussr  and  Connnunist  China  have 
been  trumpeting  with  increasing  vigor  about  the 
enormous  economic  gains  they  are  making,  but 
omitting  to  cite  the  cost  in  human  rights  and  the 
use  of  mass   slave   labor.      Connnunist   bloc   na- 


tions have  expanded  their  participation  in  trade 
fairs  around  the  world,  taking  active  part  in  46 
such  fairs  in  1954.  In  1954  also,  about  25  new 
trade  agreements  were  effected  between  Soviet  bloc 
countries  and  free  world  nations,  particvdarly 
those  in  the  underdeveloped  areas;  this  brought 
to  about  120  the  total  of  such  agreements  in  effect 
during  the  year.  Specific  offers  of  Soviet  tech- 
nical and  capital  assistance  in  industry  and  agri- 
culture have  been  forthcoming  in  growing  number. 
These  developments  can  be  viewed  as  part  of  a 
concerted  effort  by  the  Soviet  bloc  to  augment  its 
multifarious  expansionist  activities  by  moving 
with  greater  strength  into  the  arena  of  economic 
competition  with  the  West. 

Self-Help  and  U.  S.  Support 

Most  of  the  underdeveloped  countries,  especially 
in  the  general  region  of  Asia  where  since  the  war 
so  many  newly  independent  governments  have 
undertaken  self-rule,  are  well  aware  of  the  need 
to  produce  marked  improvements  in  living  condi- 
tions if  they  are  to  hold  the  loyalty  of  their  people 
and  keep  alive  the  will  to  work  out,  by  nontotali- 
tarian  means,  the  enormous  problems  that  con- 
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front  them.  More  and  more  of  their  national  effort 
and  budgetary  expenditures  are  being  directed 
into  key  projects  which  will  help  bring  their  agri- 
cultural, industrial,  and  power  resources  into  full 
use.  The  Philippines,  for  example,  is  planning 
a  basic  economic  development  program  calling  for 
public  and  private  investment  of  $2  billion  in  5 
years.  India  is  in  the  fourth  year  of  its  first  5-year 
plan  which  envisions  substantial  increases  in  agri- 
cultural and  industrial  production  and  expendi- 
tures of  $4.7  billion  from  governmental  and  private 
sources.  On  the  other  side  of  the  world,  the  Latin 
American  countries — Brazil,  Bolivia,  Guatemala, 
among  others— also  are  striving  to  solidify  their 
economic  base.  Plans  such  as  these  are  expressive 
of  a  determination  on  the  part  of  the  under- 
developed countries  to  give  top  pi-iority  to  meet- 
ing recognized  needs  for  greater  output,  a  more 
balanced  economic  structure,  a  better  health  en- 
vironment, and  a  higher  general  standard  of 
living. 

The  degree  to  which  outlined  targets  are  met 
depends,  of  course,  on  domestic  financial  and  tech- 
nical capabilities  and  the  extent  of  external  sup- 
port. Another  complicating  factor  is  the  cost  of 
defense.  In  many  cases,  the  pace  of  developmental 
progress  is  seriously  slowed  down  by  the  need  to 
support  military  forces  which  will  preserve  in- 
ternal security  and  keep  borders  safe  from 
aggi-ession.  Turkey  spends  about  40  percent  of 
its  total  budget  on  various  security  and  defense 
measures ;  Greece,  about  35  percent ;  Pakistan,  also 
about  35  percent.  There  are  instances — as  in  For- 
mosa and  South  Korea— where  defense  spending 
runs  as  high  as  60  to  70  percent  of  total  budgetary 
expenditures. 

Under  the  mutual  security  program,  the  United 
States,  along  with  its  military  assistance  activities, 
has  been  contributing  to  the  forward  economic 
movement  of  the  underdeveloped  areas  by  various 
measures  of  defense  support,  technical  coopera- 
tion, and  supplemental  development  assistance. 

Defense  Support. — Mutual  security  programs 
of  defense  support  are  carried  out  in  a  number 
of  countries  which  have  signed  military  assistance 
agreements  with  the  United  States.  The  basic 
purpose  of  such  support  programs  is  to  supply 
the  supplemental  economic  resources  which  a  par- 
ticipating country  needs  if  it  is  to  keep  its  military 
strength  at  an  adequate  level  and  at  the  same  time 
maintain  its  economic  and  political  stability. 


The  largest  portion  of  funds  for  defense  support 
has  been  progi'ammed  for  the  Republic  of  Korea. 
Up  to  $280  million  of  these  funds  was  earmarked 
for  fiscal  year  1955  to  help  the  Korean  people  re- 
build their  war-torn  country  and  develop  a  more 
self-supporting  economy.  The  implementation  of 
the  current  program  in  Korea  was  delayed  while 
the  United  States  negotiated  an  agreement  with 
the  Korean  Government  on  measures  necessary  to 
achieve  the  most  efficient  utilization  of  aid  funds. 
Such  an  agreement  was  concluded  in  mid-Novem- 
ber 1954,  and  the  program  began  to  move  forward. 
Initial  emphasis  has  been  placed  on  the  construc- 
tion of  power-generating  plants,  improvement  of 
transportation  facilities,  and  manufacture  of 
certain  basic  products,  such  as  fertilizer  and 
cement.  In  addition,  the  program  for  Korea  will 
finance  imports  of  consumer  goods  in  short  supply 
to  help  fill  civilian  needs  and  counteract  the 
domestic  inflation  caused  in  great  part  by  the  large 
governmental  expenditures  for  the  Korean  mili- 
tary establishment.  Defense-support  measures  in 
the  Far  East  are  also  being  carried  out  extensively 
in  Formosa  and  South  Viet  Nam,  and  to  a  lesser 
extent  in  the  Philippines,  Thailand,  Cambodia, 
and  Laos. 

United  States  activities  in  the  Indochina  region 
during  the  6-month  period  were  focused  on  the 
mass  exodus  from  Communist-held  territory  in 
North  Viet  Nam.  The  United  States  Navy,  to- 
gether with  French  naval  and  air  units,  helped 
move  some  450,000  Vietnamese  who  chose  to  aban- 
don their  homes  and  possessions  rather  than  live 
in  tlie  oppressive  atmosphere  of  communism ;  an- 
other 50,000  Vietnamese  fled  southward  using 
other  means  of  transportation.  United  States 
agencies  in  Viet  Nam,  working  with  the  local  au- 
tliorities  and  assisted  by  specialists  in  refugee  re- 
settlement and  by  voluntary  relief  organizations, 
helped  build  over  40  reception  centers  to  provide 
the  incoming  Vietnamese  with  temporary  facili- 
ties for  shelter  and  care.  By  the  end  of  1954, 
nearly  300,000  of  these  refugees  were  already  re- 
settled in  permanent  locations  in  11  provinces  of 
south  and  central  Viet  Nam.  Hand  tools,  housing 
materials,  and  other  essential  supplies  were  being 
furnished  to  aid  the  newly  established  villagers  in 
their  efforts  to  become  productive  contributors  to 
the  economy  of  free  Viet  Nam. 

In  the  region  of  the  Near  East  and  South  Asia, 
additional  defense-support  assistance  is  being 
given  to  Greece,  Turkey,  and  Pakistan.     Greece 


Part  of  the  mass  exodus  from  communism  in  North  Viet  Nam.  United  States  agencies  helped  move  some 
500,000  Vietnamese  who  chose  to  leave  their  Communist-held  lands  and  seek  a  new  lije  of  freedom  in  South 
Viet  Nam. 


iuul  Turkey  are  making  a  material  contribution 
to  total  free  world  defense  through  their  partici- 
pation in  Nato.  Pakistan  has  undertaken  a  larger 
military  efl'ort  wliicli  adds  to  total  free  world 
security ;  it  requires  economic  assistance  to  meet  its 
present  urgent  requirements  for  consumer  goods 
and  raw  materials.  During  the  6-month  period, 
FoA  allotted  additional  funds  to  help  Palvistan 
Hnance  such  imports. 

In  Europe,  the  Foreign  Operations  Administra- 
tion is  providing  defense-support  aid  in  the  cur- 
rent fiscal  year  to  Ital^',  Sj^ain,  and  Yugoslavia. 
Surplus  agricultural  commodities  are  being  sold  to 
(he  Federal  Republic  of  Germany  to  support  the 
reliabilitation  eti'ort  in  West  Berlin.  Tlie  impres- 
sive gains  scored  by  Western  Europe  have  made  it 
possible  to  close  out  our  economic  assistance  pro- 
grams in  most  of  the  countries  of  tliat  area. 

Technical  Cooperation.  —  Joined  with  the 
United  States  in  teclmical  cooperation  programs 
at  the  end  of  1954  were  la  countries  and  11  terri- 


tories in  the  Near  East,  South  Asia,  and  Africa; 
19  countries  and  9  territories  in  Latin  America; 
and  9  countries  in  tlie  Far  East — all  participating 
in  the  growing  effort  to  share  technical  knowledge 
and  skills  for  the  betterment  of  the  free  world. 

The  concept  of  technical  cooperation,  in  a  rela- 
tively short  span  of  years,  lias  been  given  j)rac- 
tical  api^lication  in  nearly  every  part  of  the  globe. 
It  has  attracted  tliousands  of  entliusiastic  adher- 
ents, even  winning  over  the  more  skeptical,  as 
farmers,  villagers,  and  factory  workers  have  di- 
rectly experienced  material  benefits  in  terms  of 
more  food,  improved  health  and  housing,  more 
productive  techniques,  and  better  educated  chil- 
dren. Because  of  these  progressive  gains,  the 
])articipating  governmenls  not  onlj'  have  nnUti- 
plied  their  requests  for  technical  cooperation  but 
they  also  have  substantially  enlarged  their  con- 
tributions of  funds,  facilities,  and  personnel  to 
the  many  joint  projects  under  way.  These  con- 
tributions have  risen  to  the  jioint  where,  on  an 


equivalent  value  basis,  they  now  average  two  to 
three  times  our  own. 

lu  response  to  the  broadened  demand  for  spe- 
cialist skills  and  demonstration  projects,  Foa 
currently  has  about  1,750  technicians  in  the  field 
working  with  cooperating  governments  and  peo- 
ple on  joint  programs.  These  programs  include 
technical  assistance  in  individual  pilot  and  train- 
ing projects  in  eight  main  fields  which  are  funda- 
mental to  the  advancement  of  an  luiderdeveloped 
country:  agriculture  and  natural  resources;  in- 
dustry and  mining;  transportation;  labor;  health; 
education ;  public  administration ;  and  community 
development.  They  include  such  activities  as 
demonstrating  water-spreading  and  irrigation 
techniques  in  the  Arab  States,  helping  to  establish 
national  rural  extension  services  in  Iran  and  In- 
dia, teaching  health  technicians  to  carry  on  in- 
dependently in  Brazil's  Amazon  Valley  area, 
demonstrating  practical  education  methods  in 
Ethiopia,  and  assisting  in  mineral  surveys  and 
core-drilling  in  the  Philippines. 

INIore  foreign  nationals  have  been  brought  to 
this  country  for  training  programs  which  permit 
first-hand  study  and  observation  of  American 
technology  and  principles.  There  were  several 
new  training  programs  initiated  in  the  second  half 
of  1954.  Foa  joined  with  the  American  Farm 
Bureau  Federation  to  sponsor  a  training  program 
which  will  bring,  over  a  2-year  period,  600  young- 
farmers  of  friendly  foreign  countries  to  the  United 
States  to  live  and  work  with  American  farm  fam- 
ilies. About  200  will  be  brought  in  1955,  and 
another  400  in  1956.  After  1956,  the  Farm  Bu- 
reau plans  to  continue  the  program  with  the  coop- 
eration of  farm  organizations  in  the  countries 
involved.  Such  agricultural  work-training  pro- 
grams have  iDroved  a  most  effective  means  of  giv- 
ing young  people  of  other  nations  a  better  under- 
standing of  American  ideals  and  rural  community 
life. 

To  atford  the  Guatemalan  people,  recently  freed 
from  Communist  domination,  an  opportunity  to 
see  democracy  at  work,  100  teachers  from  Guate- 
malan public  schools  were  brought  to  the  United 
States  for  special  courses  at  five  southwestern 
universities.  The  sum  of  $1.3  million  was  allo- 
cated for  technical  cooperation  programs  which 
are  being  drawn  up  jointly  with  the  newly  formed 
Government  of  Guatemala. 

In  another  phase  of  the  effort  to  help  people 
fi'om    the    underdeveloped    areas   broaden    their 


luiderstanding  of  the  problems  that  confront 
them,  FoA  sponsored  an  "Institute  on  Economic 
Development"  at  Vanderbilt  University  in  Ten- 
nessee. 

Participants  brought  to  this  country  imder  the 
technical  cooperation  jDrogram  had  expressed  the 
need  for  a  greater  comprehension  of  the  diilerent 
problems  that  arise  as  a  country's  economy  de- 
velops and  expands.  They  were  pax'ticularly  in- 
terested in  tliis  evolutionary  process  as  it  had 
taken  place  in  the  United  States.  The  Institute 
at  Vanderbilt  University  furnished  an  opportun- 
ity for  the  foreign  participants  to  study  the  di- 
verse factors  which  influenced  American  economic 
development,  using  conditions  in  their  own  lands 
as  a  frame  of  reference.  In  this  way,  they  were 
enabled  to  apply  the  specialized  knowledge  ac- 
quired in  technical  cooperation  training  programs 
to  particular  situations  encomitered  in  their  home 
environment.  From  every  report,  the  Vander- 
bilt Institute  program  was  a  success,  and  similar 
institutes  are  therefore  being  planned. 

American  voluntary  agencies  are  assisting  Foa 
in  a  number  of  technical  cooperation  activities, 
particularly  those  which  deal  with  community  de- 
velopment. Under  contract  with  Foa,  the  Near 
East  Foundation  is  carrying  forward  a  demon- 
sti-ation  community  development  project  in  Iran, 
and  similarly  the  Society  of  Friends  is  working  in 
India.  The  International  Voluntary  Service  has 
established  a  training  school  for  village  workers 
in  northern  Iraq. 

The  6-month  period  saw  an  increase  in  the  num- 
ber of  American  educational  institutions  taking 
part  in  technical  cooperation  as  well  as  an  expan- 
sion of  the  fields  in  which  they  are  working.  As 
of  December  31,  1954,  a  total  of  43  colleges  and 
universities  were  carrying  out  59  contracts  for 
technical  cooperation  in  the  underdeveloped  areas 
of  the  world,  13  more  colleges  and  universities  and 
23  more  contracts  than  at  the  end  of  the  preceding 
6-month  period.  Examples  of  the  new  university 
contracts  were:  University  of  Michigan  to  assist 
in  operations  of  a  training  school  for  mechanics  in 
Mexico;  North  Carolina  State  College  to  help 
Peru's  National  School  of  Engineering  in  textile 
engineering  instruction ;  University  of  California 
to  assist  National  Taiwan  University  on  Formosa 
to  improve  agricultural  reseaixh  and  extension; 
Tuskegee  Institute  to  work  with  the  Ministry  of 
Education  in  Indonesia  to  develop  technical  skills 
needed  for  the  economic  progress  of  the  country ; 
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Colorado  A.  &  M.  College  and  University  of  Penii- 
sj'lvaniii  to  advise  universities  at  Peshawar  and 
Karachi  in  Pakistan  on  educational  training  and 
public  and  business  administration. 

Following  the  procedures  used  in  other  technical 
cooperation  programs,  university  contfacts  are 
initiated  through  the  foreign  government  which 
lequests  such  assistance.  By  these  various  types 
of  university  contracts,  the  United  States  is  help- 
ing to  encourage  the  buildup  of  indigenous  sources 
which  will  be  able  to  provide,  on  a  continuing 
basis,  the  technical  training  and  administrative 
skills,  and  the  advisory  and  extension  services 
which  underdeveloped  couiitiies  so  urgently  need 
to  speed  their  rate  of  progress. 

Development  Assistance. — This  type  of  assist- 
ance in  general  finances  the  procurement  of  the 
equipment  and  commudities  which,  when  inte- 
grated with  available  resources  in  a  particular 
country,  will  make  it  possilde  to  carry  out  selected 
key  activities  in  its  development  programs.  A 
limited  amount  of  development  assistance  is  being 
furnislied  to  certain  countries  in  the  underde- 
veloped areas,  primarily  in  the  Near  East,  Africa, 
and  South  Asia. 

During  the  second  half  of  1954,  the  Foreign 
Operations  Administration  authorized  additional 
assistance  for  Iran  to  provide  foreign  exchange  for 


essential  imports,  pending  the  return  of  Iranian 
oil  to  world  markets.  Commodities  and  equip- 
ment were  programmed  for  Jordan  and  Lebanon 
under  the  tirst  development  assistance  agreements 
concluded  with  Arab  states.  Such  assistance  will 
help  these  two  countries  in  their  eii'orts  to  push 
ahead  with  some  of  their  plans  for  improved  irri- 
gation, more  food  production,  and  better  roads 
and  housing.  An  agreement  also  was  concluded 
with  Egypt,  and  $40  million  will  be  provided  for 
development  projects,  mainly  in  transportation 
and  water  supjily  for  rural  areas.  Final  agi'ee- 
ments  were  worked  out  with  the  Government  of 
India  to  augment  the  capital  structure  of  a  pri- 
vately controlled  industrial  development  corpora- 
tion to  be  established  in  India.  The  equivalent  in 
rupees  of  up  to  $15  million  will  be  loaned  to  the 
new  Industrial  Credit  and  Investment  Corporation 
from  funds  derived  from  the  sale  of  steel  imported 
under  the  mutual  security  program.  Additional 
capital,  in  the  amount  of  about  $20  million,  will  be 
contributed  by  the   Ibrd   and   private  interests. 

Some  development  assistance  funds  are  also 
being  used  in  Latin  Atnerica.  In  line  with  the 
United  States  pledge  of  support  to  the  new  Com- 
munist-free  Government  of  Guatemala,  Fo.\  has 
undertaken,  in  addition  to  the  technical  coopera- 
tion programs  previously  mentioned,  to  assist  the 
Guatemalan  effort  for  economic  recovery  by  con- 
tributing conmiodities  and  equipment  to  critically 
needed  development  and  construction  projects. 
During  the  i:)eriod  also,  Foa  sent  an  Area  Develop- 
ment Survey  Group  to  Bolivia  to  study  means  of 
developing  sections  of  the  80  million  acres  of  vir- 
tually unpopulated  and  uncultivated  lowlands 
around  Santa  Cruz.  The  Group  has  completed  its 
evaluation,  and  its  recommendations  are  being 
studied  in  connection  with  Bolivia's  own  develop- 
ment plans. 

In  programming  (leveloj)uient  assistance  activi- 
ties, FoA  has  made  ])rovisions  where  possible  to 
put  the  aid  furnished  on  a  repayable  basis.  For 
this  fiscal  year,  a  minimxnn  of  30  percent  of  all 
development  assistance  financing  will  be  in  loan 
form,  in  accordance  with  the  Mutual  Security  Act 
of  1954.  In  general,  these  loans  are  being  nego- 
tiated within  the  framework  of  long-period,  low- 
interest  terms. 

Capital  Is  a  Major  Need 

United  States  technical  cooperation  and  Umited 
development  assistance  are  presently  giving  im- 


portant  support  to  specific  phases  of  the  self- 
development  efi'ort,  but  such  assistance  can  do 
only  pail  of  the  job.  More  comprehensive  meas- 
ures must  be  undertaken  if  hundreds  of  millions 
of  people  are  to  be  given  a  fair  chance  to  earn 
more  than  just  the  bare  necessities  of  life,  and  if 
they  are  to  be  kept  from  turning  away  in  sheer 
desperation  and  disillusionment  from  the  free 
world  association. 

The  achievement  of  a  fuller  and  more  rapid 
growth  is  vital  not  only  to  the  economies  of  the 
underdeveloped  areas.  It  is  vital  also  to  the  entire 
free  world  economy,  for  the  economic  expansion  of 
the  more  advanced  nations,  including  our  own 
economic  expansion,  is  directly  tied  in  with  the 
rate  of  increase  in  production  and  consumption  of 
the  less  developed  countries  and  with  the  contrac- 
tion or  enlargement  of  their  export  and  buying 
power.  As  fully  participating  sellers  and  pur- 
chasers in  a  thriving  world  market,  the  presently 
underdeveloped  countries  can  immeasurably  fur- 
ther the  prosperity  and  welfare  of  us  all.  Handi- 
capped in  their  gi'owth,  they  handicap  us  all. 

The  problem  of  economic  underdevelopment  is 
a  perplexing  one  which  has  been  the  subject  of 
numerous  studies  over  the  past  few  years.  These 
studies,  while  varying  in  emphasis  and  approach, 
have  generally  served  to  identify  the  main  ele- 
ments of  the  problem.  Though  the  list  of  obstacles 
to  economic  development  is  a  long  one,  one  of  the 
more  important  retarding  factors  is  the  lack  of 
cai^ital  resources.  With  the  great  bulk  of  their 
people  barely  meeting  their  minimum  daily  needs 
so  that  there  is  little  or  no  opporttmity  to  accumu- 
late monetary  savings,  the  underdeveloped  coun- 
tries cannot  now  generate  independently  sufficient 
domestic  capital  to  finance  establishment  of  the 
basic  production,  transportation,  jiower,  and  com- 
munications facilities  upon  which  agricultural  and 
industrial  improvement  so  heavily  depend. 

There  is  an  additional  difficulty  in  that  these 
basic  facilities  must  not  only  be  established  as 
primary  ingredients  of  a  balanced  economic  ex- 
pansion, but  they  must  also  be  developed  in  co- 
ordination with  one  another.  It  does  little  good  to 
increase  the  output  of  a  particular  product,  for 
example,  unless  means  exist  whereby  that  product 
can  be  brought  to  the  market  place.  If  it  is  a  com- 
modity intended  for  internal  consumi^tion,  such  as 
wheat  or  rice,  there  must  be  roads  and  railways  by 
which  it  can  be  readily  distributed  within  the 
country  from  places  of  supply  to  places  of  demand. 


Low  Rate  Of  Capital  Formation  Slows  Progress 
In  Underdeveloped  Countries 
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If  it  is  an  export  commodity,  such  as  tin  or  rubber, 
ports  must  be  available  to  connect  with  world  trade 
channels.  The  construction  of  the  necessary 
freight  cars  and  dock  cranes  calls  for  metal-proc- 
essing jjlants  and  power  plants.  The  establisli- 
ment  of  such  plants,  in  turn,  must  be  geared  to 
the  power  of  the  economy  to  absorb  and  use  the 
added  capacity,  to  the  technical  skills  available, 
and  to  the  ability  to  shift  manpower  and  other 
resources  without  crippling  dislocations.  This  is 
but  one  illustration  of  the  whole  complex  chain  of 
factors  that  need  to  be  considered  in  proper  rela- 
tionship if  development  is  to  proceed  in  an  effec- 
tive way. 

In  some  countries,  the  slow  rate  of  indigenous 
capital  formation  is  offset  to  a  large  degree  by  a 
substantial  inflow  of  private  and  public  financing 
from  abroad.  Outside  resources  of  this  type  have 
been  an  invaluable  stimulant  to  broadened  country 
development.  The  hard  fact  is,  however,  that 
many  of  the  underdeveloped  countries  are  still 
far  short  of  capital  for  even  modest  improvement 
of  plants  or  public  services.  This  is  particularly 
true  in  Asia  where  political  hazards,  remoteness, 
internal  insecurity,  and  a  general  lack  of  consumer 
purchasing  power,  in  combination,  have  held  pri- 


rate  foreign  investment  to  a  trickle.  United 
States  net  private  direct  investment  in  Sonth  and 
Southeast  Asia  since  World  "War  II,  excluding 
reinvested  earnings,  has  averaged  about  $12  mil- 
lion a  year,  compared  to  a  postwar  average  annual 
investment  of  about  $220  million  in  Latin  America 
and  $200  million  in  Canada. 

Under  present  conditions,  private  cajjital  avail- 
ability is  not  sufficient  to  eliminate  the  need  in  Asia 
for  initial  public  financing  measures,  through 
long-term  loans  where  feasible  and  through  grants 
where  necessary,  which  would  put  critically  needed 
development  projects  into  motion.  By  gradually 
building  up  their  basic  facilities  and  public  serv- 
ices and  eliminating  the  present  obstacles  to  pro- 
ductive enterprise,  and  by  thus  engendering  a  cli- 
mate of  rising  confidence  and  stability,  the  Asian 
governments  will  have  established  the  conditions 
necessary  to  attract  greater  contributions  of  pri- 
vate risk  capital,  both  indigenous  and  foreign. 

At  the  same  time,  these  governments  can  take  a 
munber  of  measures  which  will  stimulate  an  im- 
mediate expansion  in  the  flow  of  private  capital 
from  internal  soiuxes.  They  can  move  ahead  more 
rapidly  in  establishing  sound  budgetary  and  fiscal 
policies,  reforming  inequitable  tax  structures,  and 
otherwise  providing  greater  incentives  for  pi-ivate 
investment.  Many  of  the  governments  already 
are  working  successfully  along  these  lines. 

The  present  shortage  of  capital  in  the  under- 
developed areas  in  general  cannot  be  overcome 
without  some  initial  financial  impetus  being  sup- 
plied from  the  outside.  It  becomes  a  cjuestion, 
then,  of  those  nations  which  require  capital  financ- 
ing to  explore  with  those  nations  on  this  con- 
tinent and  in  Europe,  which  have  the  means  for 
such  financing,  the  many  possibilities  for  supple- 
mentary, coordinated  actions  which  would  help 
remove  the  clogs  to  economic  progress  and  assist 
the  endeavors  of  millions  of  people  to  translate 
their  vast  development  potential  into  development 
actuality. 

Military  Assistance 
for  Mutual  Security 

The  multi-nation  conferences  undertaken  in  the 
latter  part  of  1954  to  strengthen  free  world  secu- 
rity measures  directly  involved  the  scope  and  oper- 
ations of  our  military  assistance  programs. 

In  Europe,  the  London  and  Paris  proposals  for 
a  "Western  European  Union,  whicli  would  ally  Ger- 
many with  Nato  as  a  full  member,  brought  the 


question  of  military  assistance  to  the  Federal  Ee- 
public  into  sharpened  focus.  To  be  ready  for 
rapid  action  upon  conclusion  of  the  necessary  Eu- 
ropean agreements,  the  Departments  of  State  and 
Defense  devoted  attention  to  plans  for  meshing 
United  States  military  aid  capabilities  with  Ger- 
many's requirements  and  responsibilities  as  a  Nato 
partner  in  the  defense  of  Europe.  These  plans  in- 
\olved  such  matters  as  preparation  for  a  bilateral 
assistance  agreement  with  "West  Germany  and  the 
establishment  of  a  United  States  Military  Assist- 
ance Advisory  Group  in  the  country.  Eatification 
of  the  agreements  also  would  permit  negotiation  on 
other  aspects  of  the  mutual  security  program,  such 
as  the  provision  of  priority  weapons  and  militai-y 
training. 

United  States  military  aid  shipments  to  Europe 
during  the  second  half  of  1954  slackened  off  some- 
what, pending  the  outcome  of  negotiations  on  the 
"Western  European  Union.  Deliveries  of  some 
S700  million  worth  of  weapons  and  equipment 
were  made  during  the  6-month  period.  These  de- 
liveries included,  in  addition  to  military  equip- 
ment for  Nato  nations,  equipment  for  the  armed 
forces  of  Spain  and  Yugoslavia  to  help  those  coun- 
tries strengthen  their  capabilities  for  defense. 
Cumulative  materiel  shipments  to  Europe  (ex- 
cluding Greece  and  Turkey)  through  the  end  of 
1954  amounted  in  value  to  $7.4  billion. 

The  fourth  annual  review  was  held  in  the  last 
months  of  1954  to  assess  Nato's  present  military 
capabilities  and  the  future  direction  of  its  efforts. 
Discussions  held  by  the  14  Nato  member  nations 
indicated  that  European  expenditures  in  fiscal 
year  1955  for  military  security  will  continue  at  a 
rate  of  about  $11  billion,  about  the  same  level  as 
in  fiscal  year  1954  and  more  than  twice  the  amount 
spent  for  defense  before  the  Korean  conflict. 
Priority  will  remain  on  improving  the  effec- 
tive strength  and  readiness  of  existing  forces, 
rather  than  on  achieving  numerical  increases. 
The  annual  review  showed  that  although  Nato 
forces  at  the  end  of  1954  were  larger  and  in  a 
better  state  of  preparation  than  at  the  beginning 
of  1954,  they  did  not  fully  meet  the  goals  set  for 
the  year.  Continuing  modernization  of  existing 
forces,  however,  paiticularly  the  air  components, 
together  with  the  introduction  of  new  weapons 
and  a  growing  nuclear  capacity  for  Nato  support, 
is  enabling  the  "Western  alliance  to  build  and  main- 
tain the  strength  necessary  to  repel  at  the  thresh- 
old an  all-out  aggressive  attack  in  Europe. 


In  the  Far  East,  the  United  States  had  shipped, 
under  the  mutual  security  program,  $1.9  billion 
worth  of  military  weapons  and  equipment  to  the 
countries  of  the  area  through  December  31,  1954. 
Militai-y  aid  to  Tliailand  was  increased;  in  addi- 
tion, more  fimds  were  programmed  for  defense 
supjjort  in  the  country.  In  November,  the  neces- 
saiy  ratifications  were  exchanged  to  bring  into 
force  tlie  Mutual  Defense  Treaty  between  the 
United  States  and  the  Republic  of  Korea.  In 
December,  the  United  States  and  the  Republic  of 
China  on  Formosa  signed  a  Mutual  Defense 
Treaty. 

In  the  Near  East,  Africa  and  South  Asia, 
United  States  military  aid  shipmentsi  were  con- 
tinued to  Greece  and  Turkey  to  assist  the  efloi'ts  of 
these  strategically  located  nations  to  fulfill  their 
Nato  military  commitments.  Initial  deliveries 
of  weapons  and  equipment  were  made  to  Pakistan 
and  Iraq  under  the  I'ecently  concluded  military 
assistance  agi-eements,  and  United  States  Military 
Assistance  Advisory  Groups  were  establislied. 
Additional  military  supplies  and  training  were 
furnislied  to  Iran  and  Etliiopia.  In  Latin  Amer- 
ica, arrangements  were  made  to  permit  the  new 
anti-Communist  Government  of  Guatemala  to 
purchase  limited  amounts  of  military  equipment 
for  strengthening  its  internal  security. 

Global  Military  Shipments. — Shipments  by 
tlie  Department  of  Defense  of  weapons,  ammuni- 
tion, and  other  military  equipment  have  expanded 
substantially  the  defense  capabilities  of  the  many 
nations  witli  which  the  United  Statas  has  con- 
cluded military  assistance  agreements.  The  value 
of  such  shipments  during  the  second  half  of  1954 
amounted  to  $1.1  billion.  The  total  value  of  mili- 
tary grant  aid  sliipments  to  all  parts  of  tlie  world, 
from  the  beginning  of  the  military  assistance  pro- 
gi-am  in  October  1949  through  December  31,  1954, 
amounted  to  $10.5  billion. 

On  a  global  basis,  the  major  items  delivered 
through  December  1954  included : 

146,644  electronics  and  communications  items 

206,836  motor  transport  vehicles 

36,714  tanks  and  combat  vehicles 

36,538  artillery  pieces 

50  million  rounds  of  artillery  ammunition 

868  Navy  vessels 

6,416  aircraft 

Over  2.2  million  small  arms  and  machine  guns 
were  shipped,  along  with  about  1.6  billion  rounds 
of  small-arms  and  machine  gun  ammunition. 


The  U.S.  Has  Shipped  Over  $10  Billion  Worth 
Of  Military  Items  To  Free  World  Countries 

Value  of  Military  Aid  Shipments 

Through   December  31,  1954 

Lotin  America    1%        ~~^^ 

jm^  Near  East 
z^'i^a  Africa 
/f:;:;;:::;^10%i 

«•:■:■:■:■;  Pacific   ff-^^^ 

B;-:-:-:-:-:-:-:-:-:-:-:-:^:^^^^^''""'^          Europe:^: 

$10.5  Billion 

Offshore  Procurement. — Tlirough  the  end  of 
calendar  year  1954,  the  United  States  had  placed 
in  friendly  counti-ies  a  total  of  $2.6  billion  worth 
of  contracts  for  procurement  of  military  items. 
Under  these  offshore  ^procurement  contracts,  our 
military  jjartners  are  manufacturing  for  us  certain 
armaments  and  equipment  for  use  in  our  military 
assistance  programs.  Sucli  contracts  help  our 
allies  to  sti'engthen  their  basic  facilities  for  de- 
fense production  and  reduce  their  dependence  on 
the  United  States  for  replacements  and  spare 
parts. 

The  bulk  of  these  contracts,  $2.5  billion  out  of 
the  $2.6-billion  total,  has  been  placed  in  European 
countries.  The  remainder  has  been  placed  in 
Greece,  Turkey,  Japan,  Formosa,  and  the  Philip- 
pines. Through  December  31,  1954,  the  United 
States  had  paid  for  $1  billion  worth  of  military 
materiel  manufactured  overseas,  of  wliich  over 
$900  million  woi'th  had  been  turned  over  to  reci- 
pient govermnents. 

4c  4:  4c  «  * 

These  far-spread  military  assistance  measures 
to  reinforce  the  defense  efforts  of  our  partner  na- 
tions are  increasing  the  collective  ability  of  the 
wliole  free  world  to  construct  a  shield  against 
aggressive  attack  anywhere,  so  that  independent 
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peoples  can  work  in  peace  and  freedom  for  their 
economic  and  social  advancement. 

FOA  Farm  Surpliis  Programs 

To  put  United  States  surplus  farm  products 
to  constructive  use  overeeas,  Foa  is  currently  work- 
ing on  three  broad  programs. 

First,  it  is  selling  cotton,  corn,  wheat,  beef,  dairy 
products,  fruits,  fats,  and  other  surplus  agricul- 
tural commodities  to  friendly  foreign  countries 
which  pay  in  their  own  currencies.  These  sales 
are  made  in  connection  with  our  mutual  security 
program  to  meet  the  congressional  requirement 
that  not  less  than  $350  million  of  mutual  security 
funds  be  used  in  fiscal  year  1955  to  finance  the  ex- 
port and  sale  of  American  agricultural  surpluses. 
By  December  31,  1954,  Foa  had  authorized  sales 
of  $103  million  worth  of  such  surpluses  to  11 
countries.  Other  negotiations  are  in  process,  and 
it  is  expected  that  the  $350-million  target  will  be 
met  before  June  30,  1955.  The  local  currencies 
obtained  from  these  surplus  sales  will  be  used  for 
purposes  which  would  carry  out  the  objectives  of 
the  mutal  security  i^rogram. 

Second,  Foa  is  working  with  other  United 
States  Government  agencies,  under  title  I  of  the 
Agricultural  Trade  Development  and  Assistance 
Act,  in  a  3-year  program  to  sell  up  to  $700  million 
worth  of  surplus  commodities  for  foreign  cur- 
rencies. During  the  July-December  period  of 
1954,  it  assisted  the  Department  of  Agriculture  in 
the  initial  preparation  of  detailed  sales  proposals, 
and  by  the  end  of  1954  programs  were  approved 
under  title  I  to  sell  over  $335  million  worth  of 
sui'plus  products  to  eight  countries.  Sales  for  the 
current  fiscal  year,  ending  June  30,  1955,  are  ex- 
pected to  total  about  $453  million,  calculated  on 


the  basis  of  Commodity  Credit  Corporation  in- 
vestment in  the  commodities  and  handling  costs. 

Third,  Foa  is  providing  assistance,  under  title 
II  of  the  Agi-icultural  Trade  Development  and 
Assistance  Act,  in  meeting  famine  or  other  urgent 
relief  requirements  of  friendly  peoples.  Nearly 
$70  million  worth  of  surplus  commodities  was 
used  under  title  II  for  disaster  and  other  relief 
l^urposes  in  the  6-month  period  covered  by  this 
rejjort.  Food  and  feedstufl's,  marked  as  gifts 
from  the  American  people,  were  distributed 
through  the  League  of  Red  Cross  Societies  to  as- 
sist the  distressed  peoples  in  the  flooded  area  of 
the  Danube  Basin  in  Europe,  even  reacliing 
places  behind  the  Iron  Curtain.  Shipments  of 
375,000  tons  of  wheat  were  authorized  for  Yugo- 
slavia to  help  meet  its  urgent  requirements  for 
food.  The  people  of  Haiti,  stricken  by  Hurri- 
cane Hazel,  were  helped  through  a  critical  period 
of  need  by  timely  shipments  of  rice,  flour,  corn- 
meal,  and  other  food  items.  Some  of  this  food 
was  rushed  to  Haiti  by  air  to  relieve  spot  short- 
ages on  a  priority  basis  until  the  necessary  ar- 
rangements for  ocean  shipping  could  be  made. 
Emergency  shipments  were  made  also  to  Bolivia, 
Pakistan,  Nepal,  and  Libya. 

FoA  also  carried  out  for  the  second  year  a 
l^rogram  to  distribute  food  parcels  during  the 
year-end  holidays  to  families  in  all  parts  of  the 
free  world.  Food  packages,  marked  with  the 
clasped-hand  symbol  of  the  United  States  mutual 
security  program,  were  delivered  to  some  20 
American  nonpi-ofit  voluntary  agencies  for  wide- 
scale  distribution  to  families  in  45  countries. 
Tliese  food  packages  brought  a  message  of  good 
will  from  the  American  people  during  the  holi- 
day season. 
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CHAPTER  II 


Far  East  and  Pacific 


THE  UNITED  STATES  worked  closely  and 
actively  witli  other  interested  free  nations  in 
the  second  half  of  1954  on  meiisiires  to  strengthen 
the  security  structure  in  tlie  Far  East.  Free 
world  security  arrangements  in  the  area  grew  in 
strength  and  number.  Existing  security  pacts 
with  Australia,  New  Zealand,  the  Philippines, 
and  Japan  were  augmented  by  the  final  exchange 
of  ratifications  on  tlie  ^Mutual  Defense  Treaty 
with  the  Republic  of  Korea,  by  the  conclusion  of 
a  defense  treaty  with  the  Republic  of  China  on 
Formosa,  and  by  the  new  arrangements  under  the 
Southeast  Asia  Collective  Defense  Treaty. 

The  Southeast  Asia  Collective  Defense  Treaty, 
which  includes  Australia,  France,  New  Zealand, 
Pakistan,  the  Philippines,  Thailand,  the  United 
Kingdom,  and  the  United  States,  provides  that  in 
the  case  of  ag-gi-ession  by  armed  attack  each  of  the 
countries  will  act  to  meet  the  common  danger  in 
accordance  with  its  constitutional  processes.  The 
treaty  further  provides  that  if  any  party  believes 
that  the  integrity  of  the  treaty  area  is  menaced 
by  armed  attack,  the  parties  shall  consult  imme- 
diately to  agree  on  measures  which  should  be  taken 
for  the  comjnon  defense.  Only  a  Communist 
armed  attack  will  be  regarded  by  the  TTnited 
States  as  necessarily  dangerous  to  our  peace  and 
security.  The  protocol  also  extends  treaty  benefits 
to  Cambodia,  Laos,  and  free  Viet  Nam.  It  must 
be  noted,  however,  that  the  Indochina  armistice 
created  certain  obstacles  to  these  three  countries 
becoming  actual  parties  to  the  treaty  at  the  j^resent 
time. 

Nations  in  the  Far  East  with  which  we  have 
military  assistance  agreements  are  being  fur- 
nished with  modern  aircraft,  weapons,  and  other 
supplies  to  fill  equipment  shortages  and  are  being 
given  training  guidance  to  enable  them  to  put 
their  armed  forces  into  position  for  elective  de- 
fensive action.  Cumulative  sliipments  of  mili- 
tary materiel  to  these  nations  through  the  end  of 
19.54  amounted  in  value  to  $1.9  billion. 


The  terms  of  the  cease-fire  agreement  in  the 
Indocliina  region  prohibited  the  shipment  of  ad- 
ditional military  ecjuipment  into  Viet  Nam.  Con- 
sequently, except  for  providing  maintenance  anc 
spare  parts  for  tlie  ships  and  planes  needed  to  asJ 
sist  in  the  evacuation  of  North  Viet  Nam,  sucl 
shipments  were  suspended  on  the  eft'ective  date  oi 
the  agreement.  The  military  supplies  originalH 
earmarked  for  the  Indochina  area  either  were  clil_ 
verted,  or  are  being  reprogrammed,  to  assist  the 
buildup  of  forces  in  other  countries  receiving  mili- 
tary assistance. 

The  buildup  of  military  defensive  strength  is 
an  urgent  requirement  for  achieving  greater  se- 
curity in  the  Far  East,  but  it  is  by  no  means  the 
sole  requirement.  The  same  physical  proximity 
to  the  centers  of  communism  which  brings  the 
threat  of  military  aggression  so  close  to  the  borders 
of  free  Far  Eastern  nations  also  provides  wide  op- 
l)ortunities  for  subversive  tactics,  particularly 
those  which  seek  to  exploit  the  popular  discontent 
that  results  from  inadequate  economic  progress. 

The  independent  governments  of  the  Far  East 
are  laboring  under  handicaps  of  insufficient  finan- 
cial resources,  heavy  defense  costs,  and  technical 
and  professional  shortages  everywhere.  These 
governments  are  nniking  strenuous  attempts  to 
push  their  economic  development  programs  for- 
ward at  a  rate  which  will  satisfy  the  immediate 
needs  of  their  people  and  demonstrate  in  a  tangible 
way  that  the  democratic  method,  rather  than  the 
Communist  method,  is  the  right  way  of  raising 
living  standards.  They  must  be  helped  in  their 
efforts  to  succeed,  for  success  will  not  only  bring 
them  greater  stability  and  hope  for  the  future;  it 
will  also  keep  valuable  human  and  material  re- 
sources on  the  side  of  the  free  world.  On  the 
other  hand,  failure  could  produce  only  the  greatest 
of  setbacks  for  all  freedom-loving  people. 

Mutual  security  activities  have  centered  more 
and  more  in  the  Far  East  in  recognition  of  the 
immediate  need  for  external  aid  in  the  develop- 
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Military  Shipments  To  Far  East  Dropped  Off  After  The 
Indochina  Cease-Fire 


(Millions  of  Dollars) 


The  Trend  By  Years 


1950 


1951 


1952 


1953 


1954 


'  [nclodes  value  of  excess  siocks 


ment  of  the  area's  indigenous  resources  and  skills. 
For  the  fiscal  year  IDof),  mutual  security  pro<rrams 
for  the  Far  Eastern  countries,  otiier  than  pro<iranis 
for  military  assistance  and  direct  forces  suppoi-t, 
total  about  $555  million/ 

Though  the}'  may  vary  in  length  and  direction, 
the  roads  that  each  country  must  traverse  on  the 
way  to  satisfactory  economic  development  cover 
similar  terrain  and  jjresent  the  same  obstacles  to 
progress:  an  economy  too  greatly  weighted  in 
favor  of  agriculture,  undue  dependence  on  a  few 
main  exjiort  items  for  exchange,  widespread  illit- 
i-racy  and  poor  health  conditions,  and  an  inade- 
quate rate  of  capital  formation  to  initiate  the  nec- 
essary corrective  measures.  .Tapan,  with  a  more 
developed  and  diversified  economy,  is  in  somewhat 
of  a  more  favorable  position,  but  it  sutlers  from 
tiie  inability  of  other  Far  Eastern  nations  to  luu'- 
ciiase  more  of  its  products  and  from  the  need  for 
large  imports  of  raw  materials. 

The  counti-ies  of  the  Far  East  are  seeking,  to  a 
gi'eater  extent   thiiii    iieretofore,   wavs   bv    which 
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regional  and  interregional  action  can  promote 
more  rapid  economic  development  and  thus  in- 
crease their  internal  stability  and  standards  of 
living.  The  membership  of  the  Consultative 
Connnittee  of  the  Colombo  Plan  has  been  broad- 
ened to  include  additional  countries  in  the  area, 
and  the  Consultative  Committee  has  the  potential 
for  becoming  more  important  as  a  vehicle  for  coor- 
dinating and  accelerating  country  development 
jirograms.  In  the  Southeast  Asia  Collective 
Defense  Pact,  the  signatory  countries  agreed  to 
cooperate  in  promoting  economic  jjrogress  and 
social  well  being.  As  the  year  1!)54  ended,  various 
exploratory  discussions  and  policy  reexaminations 
were  taking  place  with  a  view  to  biiuging  aliout 
more  effective  development   piograms. 

Northeast  Asia  and  Formosa 

Korea:  A  $700-Million  Program 
of  U.  S.  Support 

'I'hc  importance  which  the  United  States  at- 
ta<hes  to  the  maintenance  of  a  free  Korea,  and  our 
full  readiness  to  cooperate  with  tjic  Korean  Gov- 
ernment and   i)eo]ile  in   llicir  eil'orls   for  securilv 
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and  recovery,  are  exjwessed  in  the  progi'amming 
of  available  fnnds.  For  fiscal  year  1955,  np  to 
$700  million  will  be  used  for  military  and  economic 
assistance  to  strengthen  the  Korean  armed  forces 
and  aid  in  tlie  country's  economic  development. 
Up  to  $420  million  of  this  total  has  been  earmarked 
for  aid  to  the  Korean  military  establishment ;  the 
bulk  of  these  military  aid  funds  will  be  drawn 
from  appropriations  made  directly  to  the  Depart- 
ment of  Defense. 

Essential  military  weapons,  equipment,  and 
training  furnished  by  the  United  States  will  make 
it  possible  to  maintain  the  present  strong  force 
of  20  active  South  Korean  divisions,  and  at  the 
same  time  lay  the  groundwork  for  reserve  divi- 
sions, as  well  as  a  jet  air  force.  Training  pro- 
grams for  jet  fighter  pilots  are  being  instituted  in 
South  Korea  and  in  the  United  States,  and  aircraft 
will  be  supplied  after  Korean  air  and  ground 
crews  gain  the  necessary  experience. 

Korea's  own  military  capabilities,  the  con- 
tinued presence  of  two  United  States  divisions 
and  other  United  Nations  forces,  the  immediate 
availability  of  American  air  and  sea  forces  sta- 
tioned elsewhere  in  Asia,  and  our  recently  effected 
Mutual  Defense  Treaty  with  Korea  combine  to 
provide  formidable  deterrents  to  any  new  aggres- 
sive moves  in  Korea  by  the  Communists. 

The  implementation  of  the  current  economic  aid 
program,  which  jirovides  United  States  financing 
of  up  to  $280  million  during  fiscal  year  1955,  was 
delayed  for  nearly  4  months  while  negotiations 
were  carried  on  with  the  Korean  Goveinnnent  to 
reach  agreement  on  mutual  undertakings  consid- 
ered necessary  for  the  success  of  the  program.  A 
particularly  troublesome  point  involved  the  hwan- 
dollar  exchange  rate  to  be  used  for  repaying  local 
currency  advances  made  by  Korea  to  the  United 
Nations  Command,  and  for  pricing  aid  goods  into 
the  Korean  economy.  A  satisfactory  understand- 
ing, covering  the  main  points  at  issue,  fuially  was 
signed  in  mid-November,  and  by  the  end  of  the 
year  the  program  was  being  speeded  in  every  way 
possible  in  order  to  compensate  for  the  lag  occa- 
sioned by  the  negotiations. 

Economic  aid  programs  in  Korea  are  carried 
out  by  FoA,  the  United  States  Army,  and  the 
United  Nations  Korean  Reconstruction  Agency 
(Unkea)  and  are  integrated  through  the  Office 
of  the  Economic  Coordinator.  Foa  presently  ad- 
ministers the  largest  portion  of  the  integrated  pro- 


gram, assuming  responsibility  for  supplying 
essential  consiuner  goods  to  be  sold  on  the  domestic 
market,  and  for  the  construction  of  basic  power, 
transportation,  and  commvmications  facilities. 
The  United  States  Army  has  concerned  itself  pri- 
marily with  relief  and  welfare  operations  which 
include  the  supply  of  certain  food  and  medical 
items.  It  also  has  helped  the  Koreans  in  the  repair 
and  construction  of  schools,  public  buildings,  and 
other  public  works.  Unkra  has  carried  out  recon- 
struction and  improvement  progi'ams  in  industry, 
mining,  fisheries,  health,  education,  housing,  and 
irrigation  and  flood  control. 

Operations  carried  on  by  these  three  organiza- 
tions have  made  a  substantial  contribution  in  help- 
ing the  Korean  people  through  the  initial  period 
of  economic  chaos  left  by  three  years  of  bitter,  de- 
structive warfare.  Korea's  economy  has  taken  a 
number  of  steps  forward  since  the  precarious  days 
of  1951.  Industrial  production  has  more  than 
doubled,  and  agricultural  output  has  risen  by 
about  one-third,  although  it  is  still  below  the  aver- 
age level  of  1935-39.  These  gains  pi'ovide  firmer 
ground  for  further  advances  along  the  hard  road 
towai'd  economic  stability  and  self-reliance. 

The  outstanding  problem  on  the  economic  front 
during  the  second  half  of  1954  was  to  find  some 
means  to  hold  down  domestic  prices  and  keep 
powerfiU  inflationary  pressures  from  getting  out 
of  control.  Korea's  heavy  expenditures  for  na- 
tional defense,  which  in  fiscal  year  1954  constituted 
two-thirds  of  total  expenditures  reflected  in  the 
national  budget,  was  a  major  factor  contributing 
to  the  large  increase  in  demand  for  goods  in  short 
sujDply,  and  thus  to  the  rise  in  prices.  During 
July-December  1954,  the  price  index  in  Seoul  rose 
by  49  percent  to  stand  at  56  percent  over  the  al- 
I'eady  high  December  1953  level.  Positive  actions, 
outlined  in  the  November  agreement  with  the 
Korean  Government,  are  aimed  at  offsetting  these 
inflationary  forces  and  charting  a  course  for  f utui'e 
progress. 

FoA  is  providing  funds  to  rehabilitate  existing 
electric  power  facilities  and,  in  addition,  has  set 
aside  $30  million  for  the  construction  of  three 
thermal  power  plants  with  a  total  capacity  of 
100,000  kilowatts.  In  the  second  half  of  1954, 
ground  was  broken  for  the  first  plant,  and  ar- 
rangements were  made  to  use  ahnost  half  of  the 
funds  for  electrical  equipment.  In  the  field  of 
education,  Foa  contracted  with  the  Univereity  of 
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Construction  ivork  on  a  power  plant  in  Korea.  FOA  is  helping  the  people  of  Korea  to  repair  and  improve 
existing  electric  jiower  facilities,  and  in  addition  has  programmed  $30  million  for  the  construction  in  Korea 
of  three  thermal-power  plants  with  a  total  capacity  of  100,000  kilowatts. 


Minnesota  to  carry  out  a  3-year  program  designed 
to  rehabilitate  Seoul  University  and  imi^rove  staf- 
fing in  essential  public  services. 

In  the  6-niGntli  period  also,  250,000  tons  of  fer- 
tilizer, almost  100,000  tons  of  grain,  and  over 
150,000  tons  of  other  supplies  including  lumber  and 
cement,  were  brought  into  Korea  for  domestic  con- 
sumption. In  addition,  $7.6  million  was  set  aside 
to  purchase  additional  raw  cotton  needed  for 
Korea's  important  textile  industry. 

At  the  end  of  1954,  preparatory  engineering 
work  was  being  completed  on  a  new  $5-million 
cement  plant,  financed  by  Unkra.  This  plant  will 
have  an  annual  output  capacity  of  100,000  tons. 
Unkra  also  completed  agreements  for  the  design 
of  a  $2-million,  flat-glass  manufacturing  plant  to 


be  erected  at  Inchon.  Under  ITnkra  supervision, 
further  progress  was  made  in  rebuilding  the  Sam- 
chok  cement  plant  to  increase  its  annual  capacity 
from  50,000  tons  to  100,000  tons. 

September  saw  the  opening  of  a  textbook  print- 
ing plant,  jointly  sponsored  bj'  Unkra,  Uxesco, 
and  the  Korean  Government,  which  will  be  able 
to  produce  the  15  million  textbooks  required  each 
year  by  Korean  elementary  schools. 

The  United  States  Army,  working  with  the 
Korean  people,  completed  nearly  -4,500  more  homes 
during  the  last  half  of  1954  as  part  of  a  3-2,000-unit 
liome  building  project.  This  i)roject  is  about  93 
percent  completed.  The  Army-sponsored  health 
and  vaccination  programs  also  have  met  with  en- 
couraging success.     Death  rates  from  smallpox 
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Procurement  Authorizations  For  Nonmilitary  Aid  To 
Korea  Totaled  $247  Million 


Procurement  Aufhorizations  Issued 
July  1, 1953-December  31, 1954 

(  Millions  of   Dollars) 


Raw  Mat.  Machinery     Food,         Fuel 
a  Semi-  a  Feed  a 

Finished     Vehicles    Fertilizer' 
Products 

1  Includes  $9  million  for  emergency  lelief  food  prog  fa  m 

2  I  ncludes  tecfinicol  ond  otfier  services  ond  oceon  freigfit 


Other      Services  ^ 
Goods 


and  typhoid  duriuij;  I'.KA  wei'e  more  tluin  75  per- 
cent lower  tlmn  in  ir»5;i 

New  U.  S.  Mission  in  Japan 

A  United  States  Operations  Mission,  inteorated 
witli  tlie  United  States  Embassy,  was  established 
in  Japan  toward  the  close  of  li)54  to  participate 
in  the  administration  of  the  $(S5-niillion  surplus 
a<>ricultural  proi^ram  bein<j;  worked  out  under 
title  1  of  the  Agricultural  Trade  Development  and 
Assistance  xVct,  and  to  help  develop  a  technical 
cooperation  proiiram  of  productivity  projects. 
The  new  Mission  also  will  Avork  with  representa- 
tives of  the  Japanese  Government  on  programs 
for  using  the  equivalent  of  $10  million  in  yen 
which  accrued  from  the  sale  of  farm  surpluses  to 
,Jai)an  in  the  last  fiscal  year  under  section  550  of 
the  Mtitua]  Security  ^Vct. 

Under  arrangements  thus  far  contemplated,  the 
yen  ]5roceeds  from  the  $85-million  surplus  sale 
would  finance  a  number  of  operations  in  Japan. 
The  eqiuvaleut  of  $59.5  million  would  be  loaned 
to  Japan  for  use  in  promoting  the  development  of 
Japanese  industry  and  agriculture;  $5.5  million 
would  be  used  by  Foa  to  finance  procurement  in 
Japan  of  commodities  for  shipment  to  other 
friendly  countries;  $20  million  would  be  used  by 
the  United  States  to  meet  certain  yen  expenses  in 


Japan,  such  as  costs  of  housing  for  United  States 
military  forces,  student  exchange  under  the  Ful- 
bright  program,  and  other  local  operating  ex- 
penses. 

The  technical  cooperation  program  in  produc- 
tivity will  be  designed  to  helj)  the  Japanese  speed 
up  the  development  of  new  techniques  in  industry, 
agriculture,  marketing,  and  other  key  fields,  as  one 
means  of  helping  them  solve  their  serious  interna- 
tional financial  problems. 

Japan's  efl'orts  to  I'educe  its  large  trade  deficit 
began  to  bear  fruit  in  the  latter  part  of  1954. 
This  trade  deficit  exceeded  $1.1  billion  in  195;5. 
By  expanding  exports  and  cutting  imports,  the 
trade  gap  was  narrowed  to  $770  million  in  1954,  a 
reduction  of  $;]ti5  million.  The  improvement  in 
its  merchandise  trade  picture  brought  Japan  into 
a  better  international  j^ayments  position,  even 
though  special  United  States  procurement  and 
other  expenditures  in  the  country  declined  during 
the  year  by  some  $210  million.  During  1954,  for- 
eign exchange  receipts  exceeded  })ayments  by  $100 
liiillion.  The  gains  in  -fapan's  external  financial 
l)osition  were  not  matched  in  its  domestic  economy. 
The  austerity  program,  which  in  large  measure 
accounted  for  the  narrowing  of  the  trade  gap,  has 
resulted  in  a  contraction  of  internal  economic  ac- 
tivity, reflected  in  lower  pi-oduction  levels  and  in- 
creasing luiemployment. 

Ja]ian  uuide  progress  during  the  latter  part  of 
the  year  toward  restoration  of  normal  relations 
with  her  Asian  neighbors.  In  November,  the  Jap- 
anese Govermnent  signed  a  treaty  of  peace  with 
the  Government  of  Burma,  and  also  worked  out 
an  agreement  whereby  reparations  will  be  nuide 
through  measures  of  economic  cooperation.  Nego- 
tiations on  reparations  are  about  to  be  resmned 
with  the  Philippines.  In  another  step  toward 
sti'onger  partnership  with  the  free  world,  Japan 
has  joined  the  ( 'olonibo  I'lan. 

Formosa  Made  More  Secure 

The  relative  military  calm  which  settled  over 
the  Far  Eastern  area  after  the  signing  of  the  Ge- 
neva Agreement  was  broken  diu-ing  the  latter  i)art 
of  1954  when  the  Chinese  Connnunists  stejjped  up 
raiding  operations  against  offshore  territories 
held  by  the  free  Government  of  the  Rejuiblic  of 
China.  After  the  Geneva  armistice  agreement 
also,  Communist  propaganda  threatening  the 
island  of  Formosa  was  renewed  with  greater  force. 
In  this  connection,  the  security  heretofore  pro- 
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\  ided  by  tlie  shieldiiiji-  presence  of  the  [Jnited 
States  Seventh  P'leet  was  reinforced  by  the  sign- 
iiiir  of  a  Miitnal  Defense  Treaty  between  this 
country  and  the  (iovernnient  of  tlie  Kejiublic  of 
(^hina.' 

During  tiie  lialf-year  period,  all  the  armed 
forces  of  Free  Ciiina  underwent  considerable  re- 
organization. This  reorganization  was  designed 
to  modernize  the  (-hinese  military  estal)lishment 
for  ert'ective  operations  under  current  conditions 
and  also  to  streamline  its  logistic  and  adminis- 
trative i)rocedures.  The  Ignited  States  Military 
Assistance  Advisory  Group  worked  closely  with 
Chinese  military  officials  in  furnishing  advice  on 
the  best  nietliods  for  carrying  out  the  necessary 
reforms  and  revisions.  Further  deliveries  of 
arms,  ammunition,  and  equipment  were  made  dur- 
ing tlie  (>-month  period,  and  the  Chinese  armed 
services  continued  to  send  students  to  I'nited 
States  trainiu"'  scliools. 


For  the  fiscal  year  lOnf),  United  States  non- 
military  aid  to  the  Republic  of  China  on  Formosa 
has  been  provisionally  programmed  at  about  ^110 
million. 

Recent  economic  trends  on  Formosa  have  been 
uneven.  Industrial  output  in  1954  topped  tlie 
record  of  the  previous  year  by  some  (i  percent. 
Agricultural  production  also  was  at  a  high  level, 
(lood  progress  has  been  made  in  expanding  gov- 
ernment reveiuies.  In  addition,  more  favorable 
treatment  of  foreign  capital  has  now  been  assured 
by  new  legislation,  and  consideration  is  being 
given  to  the  institution  of  a  number  of  tax 
reforms  to  give  manufacturers  gi'eater  incentives 
for  achieving  further  increases  in  industrial 
production. 

On  the  less  favorable  side,  Formosa's  foreign 
exchange  earnings  have  declined,  mainly  because 
of  difficulties  encountered  in  finding  markets  for 
its  chief  exports — sugar  and  rice.    The  industrial 


Construcii'uj  a  runway  on  ForDtoxu  Jar  'rimndnjds  jiinilxlwd  uinlcr  the  inutuni  scnirity  prixj/noi.  Chinese 
pilotx  and  {jrouiul  rrnvs  are  being  helped  in  their  training  by  technicians  frcni  the  U.  S.  Military  ^[ssistance 
Adrisory  Grouj). 
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and  agricultural  gains  achieved,  though  encourag- 
ing, are  still  inadequate  to  bring  conditions  for 
self-support  to  the  island's  expanded  population, 
since  such  a  large  portion  of  government  revenues 
must  be  spent  for  defense.  Although  United 
States  and  Chinese  funds  have  provided  an  in- 
creasing proportion  of  capital  goods  imports,  the 
requirements  of  the  defense  effort  have  limited 
the  development  of  an  adequate  capital  invest- 
ment program. 

Recognizing  the  need  for  a  fresh  appraisal  of 
how  best  to  use  its  available  resources,  the  Gov- 
ernment of  the  Republic  of  China  requested  the 
United  States  to  send  a  survey  mission  of  senior 
economic  advisere  to  look  into  critical  phases  of 
its  economy  and  make  recommendations  for  im- 
provement. Such  an  advisory  group  was  sent 
to  Fomiosa  in  August  1954,  and  after  2  months 
of  intensive  studies  it  submitted  a  compreliensive 
report  which  is  now  being  considered  by  the  Chi- 
nese Government. 

An  important  step  toward  decreasing  Formosa's 
foreign  trade  deficit  was  taken  in  October  when 
the  necessary  contracts  were  signed  for  building 
a  $20-minion  fertilizer  plant  capable  of  produc- 
ing annually  the  equivalent  of  about  $12  million 
worth  of  ammonium  sulphate  imports. 

A  highway-paving  project,  under  which  asphalt 
was  put  down  over  a  180-mile  stretch  connecting 
the  key  ports  of  Keelung  and  Kaohsiung,  was  also 
completed  during  the  last  half  of  the  year.  It  is 
estimated  that  the  asphalt  bed  will  cut  previous 
road  maintenance  costs  in  half  and  will  result  in 
a  significant  reduction  in  trucking  costs. 

Lack  of  free  world  educational  facilities  for 
overseas  Chinese  students  has  been  of  concern 
both  to  the  Republic  of  China  and  to  the  United 
States,  especially  in  view  of  Communist  efforts  to 
draw  students  to  the  mainland  for  indoctrination 
purposes.  To  encourage  more  overseas  Chinese 
to  carry  out  their  studies  in  Formo^;the  United 
States  is  sui3porting  a  program  to.  improve  and 
expand  secondary  school  and  college  .facilities  on 
the  island.  With  the  use  of  counterpart  funds  de- 
rived from  sales  of  aid  goods  in  local  majiiets, 
additional  classrooms  and  dormitories  were -built 
in  the  suminer  of  1954  to  handle  the  expected  hifiux 
of  new  students  for  the  fall  semester.  This  con- 
struction was  well-timed,  for  enrollment  in  the 
fall  semester  increased  by  about  950  new  overseas 
students,  of  whom  about  one-fourth  were  high 
school  students.   About  2,000  more  college  students 


and  600  more  high  school  students  are  expected 
during  1955. 

In  another  program  for  the  improvement  of 
educational  and  training  facilities  on  Formosa. 
FoA  sponsored  a  3-year  contract  between  the  Uni- 
versity of  California  and  National  Taiwan  Uni- 
versity. Under  this  contract,  California  will  as- 
sist Taiwan  University  in  instituting  better  agri- 
cultural instruction  courses  and  in  improving  its 
agricultural  research  and  extension  programs. 

Southeast  Asia 

Actions  in  Viet  Nam, 
Cambodia,  and  Laos 

In  accordance  with  the  independent  status  ac- 
quired by  the  Governments  of  Viet  Nam,  Cam- 
bodia, and  Laos,  Foa  established  separate  United 
States  Operations  Missions  in  the  three  countries 
which  formerly  comprised  the  Associated  States 
of  Indochina.  For  fiscal  year  1955,  about  $100 
million  has  been  programmed  for  use  in  the  three 
states,  $45  million  for  Vietnamese  refugees  and 
$55  million  for  economic  and  technical  aid. 

Formidable  problems  face  the  three  govern- 
ments in  their  attempts  to  marshal  their  efforts 
for  safeguarding  their  freedom  and  advancing 
the  welfare  of  their  people.  Portions  of  noi'th- 
eastern  Laos  and  of  South  Viet  Nam  are  still  held 
by  Communist  forces.  The  governments,  acutely 
short  of  technical  and  administrative  skills  and 
financial  resources,  must  now  shoulder  the  full 
responsibility  for  their  own  civil  and  military  af- 
fairs. They  must  learn  to  operate  newly  estab- 
lished central  banking  organizations,  manage 
their  financial  resources,  and  establish  their  own 
trade  channels.  These  are  but  a  few  of  the 
initial  obstacles  which  the  three  independent  gov- 
ernments must  surmount  as  rapidly  as  possible  if 
their  efforts  for  internal  security  and  economic 
rehabilitation  are  to  begin  moving  ahead  at  an 
adequate  rate. 

South  Viet  Nam. — Operations  of  United  States 
agencies  in  Viet  Nam  since  mid-1954  have  been 
centered  on  the  all-important  task  of  helping  the 
Vietnamese  Government  handle  the  hundreds  of 
thousands  of  refugees  in  flight  from  the  Commu- 
nist North.  Truly  prodigious  feats  of  transport 
and  resettlement  were  necessary  to  accommodate 
the  initial  waves  of  human  beings  who  poured 
through  the  escape  port  of  Haiphong  to  make  a 
new  life  away  from  Communist  oppression. 
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The  United  States  Navy,  working  with  French 
naval  and  air  units,  carried  out  a  "passage  to 
freedom"  operation  which  by  the  end  of  195-1:  had 
moved  over  400,000  Vietnamese  civilians  and 
about  50,000  Vietnamese  troops  out  of  Commu- 
nist-held territories.  This  mass  movement,  one 
of  the  great  short-term  voluntary  migrations  of 
our  era,  was  accomplished  in  record  time  without 
a  single  major  outbreak  of  disease.  Another 
50,000  Vietnamese  found  their  own  means  of  trans- 
portation southward.  As  the  year  ended,  addi- 
tional thousands  of  refugees  were  making  their 
way  toward  the  Haiphong  evacuation  port,  al- 
though there  were  increasing  evidences  of  Com- 
munist attempts  at  forcible  detention. 

United  States  agencies  in  Viet  Nam,  reinforced 
by  specialists  in  refugee  resettlement  and  assisted 
by  voluntaiT  relief  organizations,  worked  around 
the  clock  with  the  Vietnamese  authorities  to  re- 
locate the  incoming  evacuees  in  suitable  tempo- 
rary reception  centers.  Over  40  of  these  recep- 
tion centers  were  built  in  the  Saigon  region,  and 
some  10,000  tents,  together  with  needed  food  items 
and  other  supplies,  were  brought  in  by  air  to  meet 
immediate  requirements  for  proper  care. 

Simultaneous  steps  were  undertaken  to  solve 
the  larger  problem  of  absorbing  these  displaced 
persons  into  the  Vietnamese  economy  and  giving 
them  the  opportunity  for  self-support.  By  the 
end  of  1054,  Foa  had  allocated  $45  million  for 
special  refugee  relief  and  resettlement  programs 
in  Viet  Nam.  A  good  portion  of  these  funds  has 
been  programmed  for  hand  tools,  housing  mate- 
rials, and  other  goods  needed  to  construct  resettle- 
ment villages  where  the  refugees  can  work  to  estab- 
lish themselves  in  productive  and  self-supporting 
pursuits.  Already  nearly  300,000  refugees  have 
been  relocated  in  new  permanent  locations  in  11 
provinces. 

In  addition  to  pressing  forward  with  refugee 
resettlement  measures,  the  United  States  has  re- 
vised and  expanded  its  regular  economic  and  tech- 
nical cooperation  programs  in  Viet  Nam.  In 
the  current  fiscal  year,  elTorts  will  be  made 
to  help  the  fiee  Vietnamese  Government  repair 
and  expand  its  transportation  and  communica- 
tions facilities  and  develo}}  better  agricidtural 
practices.  Particular  stress  is  being  put  on 
working  out  eifective  land  tenure  legislation  and 
providing  adequate  agricultural  credit  at  low  rates 
of  interest.     To  improve  public  administration, 


technical  advisors  in  such  fields  as  government 
finance,  foreign  exchange  controls,  and  central 
banldng  systems  are  being  provided  to  the  Viet- 
namese Government. 

In  November  1954,  the  President  sent  Gen. 
J.  Lawton  Collins  as  Special  United  States  Repre- 
sentative in  Viet  Nam  to  coordinate  the  operations 
of  all  American  agencies  in  a  manner  which  would 
best  assist  the  free  Vietnamese  Government  in  the 
solution  of  its  critical  problems. 

Cambodia  and  Laos. — Of  the  three  countries, 
Cambodia  is  in  the  most  favorable  position  since 
the  Comnumists  have  never  occupied  sections  of 
its  territory.  Under  the  terms  of  the  cease-fire 
agreement  concluded  at  Geneva,  to  which  Cam- 
bodia is  a  party,  the  Cambodian  Government  is 
permitted  great  latitude  with  regard  to  foreign 
military  assistance. 

The  new  United  States  Operations  Mission, 
established  at  the  Cambodian  capital  of  Phnom 
Penh  in  November,  has  started  work  with  Cam- 
bodian officials  on  plans  for  intensified  economic 
and  technical  cooperation  activities  necessaiy  for 
the  country's  development.  JNIany  of  the  activi- 
ties already  under  way  will  be  expanded  under  the 
current  program. 

One  of  the  principal  projects  under  study  by 
the  Cambodian  Government  involves  the  develop- 
ment of  a  deep-water  seaport  and  connecting 
highway  to  carry  on  Cambodia's  foreign  com- 
merce, heretofore  in  large  part  conducted  through 
the  port  of  Saigon  in  Soutli  Viet  Nam.  Prelim- 
inary hydrographic  and  topographic  surveys  have 
already  been  made  of  possible  sites  and  their 
land  connections  with  the  capital. 

A  new  United  States  Operations  Mission  was  es- 
tablished in  Laos  at  Vientiane.  The  scarcity  of 
trained  local  personnel  in  almost  every  field  of 
endeavor  and  the  primitive  nature  of  coimnuni- 
cations  and  economic  institutions  in  the  country 
narrow  the  scope  of  activities  which  can  be  imme- 
diately undertaken.  Projects  in  Laos  will  be 
focused  primarily  on  improving  transportation 
facilities,  both  roads  and  waterways,  as  a  means  of 
unifying  the  country  and  helping  in  its  develop- 
ment. Limited  activities  also  will  be  carried  on  in 
agriculture,  health,  and  education. 

Thailand  Pressed  by  Defense 
Needs  and  Falling  Revenues 

Thailand's  problem  of  preserving  freedom  and 
security  has  been  aggravated  by  the  extension  of 
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Coniniiniist  influeuce  in  tlie  Indochina  region  and 
by  tlie  recent  establishment  of  a  bogus  "Free  Thai 
Government"  in  the  adjacent  Yunnan  Province 
of  Connnunist  China.  Tlie  United  States,  under 
its  military  assistance  program,  has  been  provid- 
ing equipment  and  training  to  strengtlien  tlie  Tliai 
military  forces. 

Activities  of  the  Ignited  States  military  mission 
in  Tliailand  currently  are  stressing  the  training 
and  development  of  Thai  junior  and  nonconiniis- 
sioned  officers  and  the  improvement  of  local  tech- 
nical skills  for  armaments  operations  and  mainte- 
nance. Tliese  steps  are  lieing  taken  to  enable 
Thailand"s  military  establishment  to  absorb  weap- 
ons and  sujjplies  at  a  I'ate  commensurate  with  its 
I'equirements. 

Thailand  more  than  doubled  its  budgeted  out- 
lays for  defense  between  19.50  and  11).54.  Contin- 
uous expenditures  for  defense  purposes  not  only 
have  siphoned  oft'  resources  which  otherwise  would 
go  into  the  country's  development  but  also  \\a\e 
put  added  strains  on  an  economy  weakened  in  the 
last  -2  years  by  declining  export  receipts  from  rice, 
rubber,  and  tin.  Eice  exports,  which  normally 
account  for  two-thirds  of  total  export  revenues, 
were  29  jjercent  lower  in  the  first  9  months  of  1954 
than  in  the  comparable  period  of  1953.  Tliai- 
hxnd's  trade  ])osition,  which  sliowed  a  favorable 
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balance  of  $120  million  in  1951,  showed  delicits  in 
1958  and  1954,  with  accompanying  sharp  drops  in 
government  I'eserves. 

Al)out  s>)5  million  has  been  iirogranimed  in  fiscal 
year  1955  for  defense  support  and  technical  co- 
operation to  help  Thailand  maintain  its  expanded 
defense  measures  and  surmount  its  present  eco- 
nomic problems.  This  amount  does  not  include 
direct  military  aid  to  the  Thai  military  estab- 
lishment. 

An  important  element  in  the  current  program 
is  the  construction  of  an  all-weatlier  highway 
which  will  link  Saraburi,  a  city  near  Bangkok, 
^^■ith  the  isolated  northeast  jn'ovinces.  This  high- 
way, which  also  will  be  of  strategic  value  in  case 
of  military  operations,  will  help  speed  the  devel- 
o])ment  of  a  potentially  productive  but  now  back- 
ward and  economically  depressed  region.  It  will 
also  make  possible  the  maintenance  of  closer  ties 
with  Laos. 

.V  serious  shortage  of  technicians,  teachers,  and 
training  facilities  has  greatly  handicapped  Thai- 
land's actions  to  improve  govei'nment  services  and 
encourage  industrial  growth.  Foa  has  Hnanced 
three  university  contracts  to  help  solve  this  short- 
age. The  University  of  Indiana  is  helping  the 
College  of  Education  in  Thailand  to  develqp 
school  facilities  and  improve  teacher  training;  the 
University  of  Indiana  will  send  10  of  its  faculty 
members  to  Thailand  and  also  will  train  40  Thai 
educators  in  tlie  United  States.  The  University 
of  Texas  has  undertaken  to  assist  Thailand's  only 
engineering  and  pliysical  science  college,  Cliula- 
longkorn  University  at  Bangkok,  to  develop  its 
facilities  for  turning  out  com]3etent  engineers. 
Instructors  from  Oregon  State  University  are  at 
work  with  the  Kasetsart  I'niversity  in  Bangkhen 
to  improve  its  agricultural  courses. 

Technical  Cooperation  in  Indonesia 

The  jjrogi'am  in  Indonesia  has  been  limited  to 
projects  in  technical  cooperation  which  accent 
joint  activities  to  increase  agricultural  and  tish- 
eries  j)roduction,  expand  health  services,  and  build 
up  local  technical  and  administrative  skills. 
Moderate  assistance  has  also  been  given  the  Indo- 
nesian (xovernment  in  providing  essential  engi- 
neering services  and  improving  i)ublic  adminis- 
tration. For  the  fiscal  year  1955,  about  $7 
million  has  been  programmed  for  technical  cooper- 
ation in  Indonesia. 
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I'tiited  States-IiKloiK'siuu  (leiiionstnit  ion  iiroj- 
ects  liuve  proved  tlie  eti'ectiveness  of  spraying 
techniques  in  hoklinjj:  down  the  incidence  of 
malaria.  The  Indonesian  Government  lias  formu- 
lated a  (i-\ear  plan  of  action  which  aims  to  eradi- 
cate malaria  as  a  major  healtJi  menace.  The 
I'niversity  of  California  and  Tnskegee  Institute 
currently  are  providinir  technical  assistance  in  the 
fields  of  medical  education  and  vocational  train- 
in<,^  A  two-way  exchan<>e  is  beinfi  carried  out  by 
which  American  professore  work  in  Indonesia  and 
Indonesian  specialists  are  broufiht  to  the  United 
States  for  further  instruction. 

Because  of  Indonesia's  extreme  dependence  on 
ex]iorts  of  a  few  basic  commodities,  especially  rub- 
bei-,  the  sharp  deijline  in  world  raw  materials 
prices  has  severely  reduced  both  the  country's 
foreign    exchange   earninii's    and    its   government 


revemies.  Larj;c  balance  of  payments  deficits 
have  necessitated  extensive  foreifi'n  exchange  con- 
trols. Internal  bnd<retary  deficits,  whicli  amounted 
to  over  $250  million  in  both  195:5  and  1954,  have 
biouirht  drastic  reductions  in  appro])riations  for 
capital  investment.  Though  Indonesia's  need  for 
economic  development  is  urgent  in  order  to  satisfy 
the  growing  demands  of  its  people  and  thwart 
Conmiunist  exploitation,  limited  financial  re- 
sources presently  jirevent  the  country's  necessai'y 
forward  economic  movement. 

Philippines  Move  Ahead 
With  Development  Plans 

The  reduction  and  fra;;inentation  of  the  link 
guerrilla  forces  and  the  conseciuent  improvement 
in  internal  secui'ity  conditions  have  enabled  the 
Phili]i]iine  (lovernmeiit   to  bend   more  efl'ort   to- 


Testiiui  for  malaria  in  Iiid<inestia.  U.  S.-Iiid(intslaii  (Icmonstratioyi  projicin  liair  pronil  the  effectiveness 
of  xprayiiKj  technique  in  the  control  of  malaria.  The  Iu'lonesian  Gocenime>d  is  carri/iii;/  nut  an  intensiue 
program  which  aims  to  elirnina'e  malaria  as  a  major  health  problem. 
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ward  economic  development.  The  Philippine 
Congress  has  authorized  a  $500-million  bond  issue, 
to  be  floated  over  a  5-year  period,  for  financing 
some  of  the  projects  outlined  in  a  comprehensive 
development  plan  vrhich  was  worked  out  in  broad 
outline  by  the  Philippine  National  Economic 
Council  with  some  technical  assistance  from 
United  States  financial  and  economic  specialists. 
The  projects  envisaged  in  the  plan  are  designed 
to  expand  the  counti'y's  basic  industrial  and  agri- 
cultural facilities,  utilize  more  fully  its  potential 
resources,  and  reduce  its  present  heavy  depend- 
ence on  exports  of  raw  materials.  In  the  second 
half  of  1954,  an  initial  bond  issue  of  $75  million 
was  apjiroved  by  the  Philippine  Government,  pri- 
marily to  finance  an  extensive  road  improvement 
and  construction  program. 

To  aid  in  the  accomplishment  of  selected  objec- 
tives set  forth  in  the  Philippine  development  pro- 
gram, particularly  those  which  look  toward  the 
expansion  and  diversification  of  basic  production 
facilities,  United  States  assistance  programs  are 
placing  increasing  attention  on  industrial  and 
mining  projects.  For  the  fiscal  year  1955,  about 
$7  million,  of  a  total  nonmilitaiy  program  of 
nearly  $20  million,  has  been  earmarked  to  assist 
the  industrial  and  mining  sectors  of  the  Philip- 
pine economy;  about  $5  million  will  be  used  to 
provide  essential  equipment.  In  addition,  the 
local  currency  proceeds  realized  from  the  domestic 
sale  of  this  equipment  will  be  used  to  make  indus- 
trial loans  for  the  establisliment  of  new  plants  or 
the  modernization  of  existing  ones. 

American  technicians  are  helping  to  establish  an 
Industrial  Development  Center  in  Manila,  pat- 
terned after  productivity  centers  in  Europe.  This 
Center  will  help  increase  Philippine  productivity 
and  investment  by  giving  technical  guidance,  by 
initiating  industrial  management  seminars,  and 
by  providing  plant,  engineering,  and  product  anal- 
ysis. The  Center  is  an  outgrowth  of  a  pilot  project 
in  industrial  consultation  already  used  to  good 
advantage  by  a  fiber-processing  plant,  a  foundry, 
a  steel  plant,  and  a  number  of  textile  mills. 

Under  an  Foa  contract,  the  University  of  Mich- 
igan is  cooperating  with  the  Institute  of  Public 
Administration  of  the  University  of  the  Philip- 
pines in  providing  in-service  training  courses  for 
government  workers.  By  the  end  of  1954,  over 
2,500  government  employees  and  officials  had  par- 
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ticipated  in  such  courses.  The  Institute  also  has 
provided  scholarships  for  students  from  Burma, 
Formosa,  Indonesia,  and  Thailand.  Advisory 
services,  made  available  under  another  contract, 
are  being  provided  to  a  Philippine  commission 
surveying  operations  of  the  executive  branch  of 
the  government. 

Substantial  progress  also  was  made  in  the  vari- 
ous joint  agricultural  projects  under  way  in  the 
Philippines.  Fifty-eight  pump  irrigation  systems 
have  been  completed,  and  these  systems  are  now 
being  operated  by  farmers'  associations  to  serv- 
ice nearly  50,000  acres  of  farmland.  The  move- 
ment to  form  new  farmers'  cooperative  associa- 
tions, sponsored  jointly  with  the  Agricultural 
Credit  Cooperative  Financing  Administration, 
has  gained  momentum.  More  than  70  new  cooper- 
atives were  organized  during  the  second  half  of 
1954.  The  cooperatives  constructed  14  new  ware- 
houses with  a  storage  capacity  of  213,000  bushels. 
The  objective  for  tlie  current  fiscal  year  is  to  organ- 
ize a  total  of  140  new  cooperative  associations 
which  will  build  95  warehouses  with  an  additional 
storage  capacity  of  10  million  bushels. 
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CHAPTER  III 


The  Near  East,  Africa,  and 

South 


OPPORTUNITIES  for  achieving  increased 
stability  and  more  rapid  progress  in  tlie  gen- 
eral area  of  the  Near  East  and  Africa  were  con- 
siderably broadened  in  the  second  half  of  1954  by 
the  successful  adjustments  of  two  long-standing 
and  troublesome  issues.  The  settlement  of  Iran's 
oil  problem  in  October  by  an  agreement  between 
the  Iranian  Government  and  an  international  oil 
consortium  removed  the  greatest  single  bar  to 
the  countiy's  economic  recovei-y.  The  signing  of 
the  Suez  Pact  by  tlie  United  Kingdom  and  Egypt, 
also  in  October,  created  a  more  tranquil  atmos- 
phere in  which  the  plans  of  the  Egyptian  Govern- 
ment for  internal  imiDrovement  could  proceed 
with  greater  vigor.  In  line  with  these  favorable 
developments,  the  United  States  made  additional 
financial  and  technical  assistance  available  for 
Iranian  and  Egyptian  development  projects.  De- 
velopment programs  in  Israel,  Jordan,  and  Leba- 
non also  were  being  given  needed  suj^port. 

Prospects  for  greater  security  in  the  area, 
particularly  in  the  strategic  Mediterranean  region, 
wei-e  further  strengthened  in  tlie  second  lialf  of  the 
year  when  the  Libyan  Parliament  approved  an 
agreement  witli  tlie  United  States  involving  use  of 
military  facilities  in  Libya,  xldditional  United 
States  development  assistance  and  technical  co- 
operation measures  in  Libya  will  contribute  to  the 
building  of  a  firmer  foundation  for  the  country's 
economic  progress. 

In  South  Asia,  Foa  programs  remained  keyed 
to  the  development  efl'orts  of  India,  Pakistan, 
Afghanistan,  and  Nepal.  These  four  countries 
have  some  3,500  miles  of  border  which  run  along 
lands  controlled  by  Communist  Cliina  and  the  So- 
viet Union.  Their  actions  for  progress,  which 
are  presently  being  carried  out  largely  through 
the  democratic  system  of  free,  representative  gov- 
enmient,  are  therefore  thrown  into  direct  competi- 


tion with  the  similar  efforts  of  their  Connnimist 
neighbors,  which  are  being  carried  out  through 
the  totalitarian  system  of  regimentation  and  force. 

The  relative  worth  of  the  two  systems  for  achiev- 
ing a  higher  plane  of  existence,  and  the  successes 
or  failures  recorded,  ai-e  being  watched  and 
weighed  by  hundreds  of  millions  of  economically 
undei^jrivileged  people,  nf)t  only  throughout  Asia 
but  in  all  parts  of  the  world.  It  is  important  to 
the  future  of  the  free  world  that  the  self-help 
programs  of  the  independent  South  Asian  coun- 
tries be  buttressed  wherever  possible. 

To  help  insure  that  United  States  programs 
overseas  keep  abreast  of  current  conditions  and 
continue  to  function  for  the  greatest  mutual  bene- 
fit, special  evaluation  and  economic  survey  mis- 
sions have  been  sent  to  a  number  of  participating 
countries  to  make  on-tlie-ground  studies  of  pro- 
gram operations  and  progress,  analyze  important 
developments  in  the  economic  situation,  and  point 
out  necessary  changes  in  program  direction  and 
emphasis.  Such  study  missions  have  made  pro- 
gram appraisals  in  India,  Pakistan,  Libya,  and 
Libeiia.  The  recommendations  flowing  out  of 
these  appraisals  are  being  taken  into  account  in 
carrying  out  present  measures  of  support  to  the 
four  countries  involved.  It  was  largely  on  the 
basis  of  survey  i-ecommendations  in  Pakistan,  for 
example,  that  the  program  of  defense  support  and 
technical  cooperation  for  that  country  was  ex- 
panded in  the  current  fiscal  year. 

The  mutual  security  program  is  supplementing 
the  measures  which  many  of  the  countries  in  the 
Near  East,  South  Asia,  and  Africa  are  taking  to 
build  stronger  economic  and  security  structures. 
As  of  "December  31,  1954,  about  $383  million,  ex- 
clusive of  militai'y  assistance  and  direct  forces 
support,  had  been  programmed  to  be  used  during 
fiscal  year  1955  for  the  countries  in  the  area.     Of 


23 


tliis  total.  al)()iit  ^^.oO  million  was  for  defense  sup- 
port and  development  assistance,  and  about  $53 
million  for  technical  cooperation. 

Military  Assistance 

United  States  cumulative  military  aid  slii])- 
nients  to  the  area  of  the  Near  East,  South  Asia, 
and  Africa  through  December  31,  1954,  totaled 
$1.1  billion. 

In  the  July-December  period  of  1954,  two  new 
Military  Assistance  Advisory  Groups  were  es- 
tablished in  the  area,  at  Karachi  in  Pakistan  and 
at  Bag-hdad  in  Iraq.  This  period  also  saw  the  ar- 
i-ival  in  these  two  countries  of  the  first  United 
States  shipments  of  weapons  and  supplies  sent 
under  recently  initiated  military  assistance  pro- 
grams. Shipments  to  Pakistan  arrived  in  Novem- 
ber and  consisted  mainly  of  army  equipment;  these 
shipments  were  scheduled  to  be  followed  shortly 
by  nuiterial  for  the  Pakistani  navy  and  air  forces. 
In  December,  Iraq  received  initial  deliveries  of 
aid  supplies,  mainly  for  its  army  establishment. 

Turkey  and  Greece  continued  their  defense 
measures  under  the  Nato  alliance.  Existing  units 
were  being  brought  to  moi-e  effective  strength  by 
improving  training  facilities  and  filling  ecjuip- 
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nient  shortages.  In  August,  Turkey  and  Greece 
joined  Yugoslavia,  in  a  military  alliance  which  will 
contribute  significantly  to  free  world  defenses  in 
the  eastern  Meiliterranean. 

Greek  and  Turkish  forces  took  part  in  two  Naix) 
air  and  land  defense  nuxneuvers  held  during  No- 
vembei-.  Under  exercise  Hellenic  Sky  II.  Greek 
army  and  air  forces  joined  units  of  the  T'nited 
States  Sixth  Fleet  to  repel  an  imaginary  attack 
across  Greece's  northeni  boundary  in  the  area  east 
of  the  Axios  Eiver.  Greek  planes  gave  close  air 
support  to  Greek  ground  troops,  while  American 
carrier-based  aircraft  made  simulated  attacks,  and 
flew  interception  and  •  reconnaissance  missions. 
Long-range  strikes  from  carrier  decks  were  made 
possible  by  successful  refueling  in  flight. 

Turkish  Sky  II  took  place  in  northei'n  Thrace 
and  assumed  an  attack  moving  toward  the  city  of 
Istanbul.  In  this  exercise,  elements  of  Turkey's 
Fii-st  Army  and  its  First  Tactical  Air  Force  oper- 
ated in  coordination  with  luiits  of  the  United 
States  Sixth  Fleet.  Koads  leading  to  Istanbul 
were  cleared  of  enemy  tanks  and  vehicles  by  Turk- 
ish aircraft  while  the  Turkish  ai'my  moved  foi'- 
ward  to  engage  the  main  attacking  force.  Sup- 
porting reconnaissance  flights  wei-e  flown  by  jets 
from  the  United  States  carriers. 

The  Ignited  States  and  Libyan  (lovernments 
concluded  a  Base  Rights  Agreement  which  went 
into  force  at  the  end  of  October  1954.  The  Agree- 
ment consolidated  American  rights  to  utilize  mili- 
tary facilities  in  Libya  where  our  Air  Force  main- 
tains a  base  at  Wheelus  Field  near  Tripoli.  In 
Iran,  more  attention  was  being  devoted  to  training 
programs,  and  American  mobile  inilitary  training 
teams  were  in  the  field  with  units  of  the  Iranian 
armed  forces  to  demonstrate  proper  methods  of 
utilizing  and  maintaining  aid  equipment.  In 
Ethiopia,  a  decision  was  made  to  provide  addi- 
tional aid  to  meet  certain  equipment  deficiencies 
and  training  requirements  in  order  to  improve  the 
military  posture  of  the  Ethiopian  military  forces. 

Military  assistance  programs  ai-e  constantly 
stre.ssing  the  importance  of  proper  training  in  the 
creation  of  a  strong  military  defense.  During  the 
6-montli  period,  1,088  formal  courses  of  instruc- 
tion in  United  States  service  schools,  both  in  this 
country  and  overseas,  were  completed  by  military 
students  from  the  area. 
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.1  Turkish  ground  crew  working  over  a  Thundirjet  funiisliKl  by  the  Unital  States  uiidir  tlu  muiual  security 
program.  Turkey,  a  NATO  member,  is  carri/iiig  out  an  extensire  military  program  to  increase  n.s  effectiveness 
as  a  j)arfnir  in  free  world  defense. 


Near  East  Defense  Support 
and  Economic  Development 

Greece  and  Turkey  Get 
Support  for  NATO  Defense 

The  (ireek  economy  has  come  a  h)ii^'  way  t^or- 
ward  since  the  dark  days  of  1947.  Throujrh  the 
determined  eft'orts  of  the  Greek  people  and  the 
timely  aid  of  United  States  defense  support  and 
technical  coo,])eration  projirams,  war-dani;i<fed 
facilities  of  all  kinds  have  been  repaired.  Indus- 
trial ])roductiou  has  doubled,  and  a<rricultura] 
()uti)ut  has  increased  by  5(1  percent.  A  vi<j;orous 
economic  stabilization  ])ro<i;ram.  beirun  by  tiie 
(ireek  (iovcinment  iii/2  y^'H's  apo.  has  hei|)ed   to 


reduce  the  balance  of  payments  deficit,  which 
averaoed  $300  million  aninially  between  1948  and 
IDni,  to  $1!)  million  in  fiscal  year  l'.»r)4.  This  dra- 
nuitic  recovery  had  made  it  possible  to  bring  clown 
ITnited  States  defense  support  for  (xreece  from 
nearly  $11S  million  in  fiscal  year  1952  to  $21  mil- 
lion in  fiscal  year  1954. 

The  obligation  to  maintain  strong  and  ready 
military  forces  in  order  to  ])rotect  its  own  terri- 
tory and  also  to  fulfill  its  role  in  the  Xato  defense 
strategy  has  put  a  heavy  l)urden  on  (ireece. 
Despite  the  very  substantial  and  important  gains 
made,  it  is  presently  l)eyond  the  cajjacity  of  the 
(xreek  (iovernment  to  meet  fiom  its  own  resources 
both  the  requirements  foi-  current  defense  expend- 
itures  and    the   re(|uirements    for   liie   investment 
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expenditures  that  are  desired  for  continued  eco- 
nomic growth  and  stability.  To  help  Greece 
maintain  its  defense  buildup  Avithout  weakening 
its  economic  stability,  United  States  support, 
other  than  for  military  assistance  and  certain 
civilian-type  items  which  go  directly  to  the  armed 
forces,  was  jirogrammed  at  about  $16  million  for 
fiscal  year  1955.  Of  this  amount,  it  is  planned 
that  $10  million  will  be  on  a  loan  basis.  About 
$5.7  million  of  the  $16  million  total  was  pro- 
grammed in  the  form  of  surplus  agricultural  com- 
modities which  are  being  sold  to  the  Greek 
Government  for  local  currency  imder  section  402 
of  the  Mutual  Security  Act  of  1954.  By  Decem- 
ber 31, 1954,  procurement  had  been  authorized  for 
the  full  amount  of  the  surplus  commodity  xero- 
gram. 

Turkey,  the  other  Near  East  member  of  Nato, 
also  is  grappling  with  the  complicated  problem  of 
stretching  its  resources  to  cover  simultaneously 
an  extensive  domestic  development  program  and  a 
strong  military  defense  program.  This  problem 
was  intensified  in  recent  months  when  internal 
inflationary  pressures  became  considerably  more 
severe  and  the  country's  balance  of  payments 
worsened.  The  payments  deficit  was  aggravated 
by  a  sharply  reduced  wheat  crop  caused  by  wide- 
spread drought  during  the  year. 


Widespread  Drought  In  Turkey  During  1954 
Brought  A  Sharp  Fall  In  Grain  Production 
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In  the  second  half  of  1954,  $45  million  in  mutual 
security  funds  was  programmed  for  defense  sup- 
port to  Turkey.  These  funds  have  been  earmarked 
mainly  to  finance  procurement  of  spare  parts  for 
machinery  needed  in  agricultural  and  transporta- 
tion programs,  and  to  provide  supplemental  equip- 
ment for  the  coal-mining  project  at  Zonguldak  and 
the  hydroelectric  project  at  Sariyar.  It  is  ex- 
pected that  the  Zongiddak  and  Sariyar  projects 
will  be  completed  by  the  end  of  the  current  fiscal 
year.  In  addition  to  financing  these  needed  im- 
ports, FoA  shipped  about  30,000  tons  of  surplus 
wheat  to  supplement  reduced  domestic  food  sup- 
plies, especially  in  the  urban  areas. 

To  forward  the  modest  technical  exchaJige  pro- 
gi-am  in  Turkey,  Foa  contracted  with  New  York 
University  to  develop  courses  in  public  admin- 
istration at  Ankara  University.  Under  another 
FoA  contract,  the  University  of  Nebraska  is  help- 
ing in  the  establishment  of  the  new  Ataturk  Uni- 
versity in  Eastern  Turkey. 

Iran  Settles  Its 
Oil  Problem 

The  outstanding  event  in  Iran  during  the  second 
half  of  1954  was  the  final  settlement  of  the  oil 
dispute  which  had  crippled  the  Iranian  economy 
since  1951.  In  October  1954,  the  Iranian  Parlia- 
ment ratified  the  Iranian  agi'eement  with  the 
international  oil  consortium.  The  consortium 
included  five  United  States  companies. 

Even  with  the  settlement  accomplished,  Iran 
will  probably  need  3  years  before  its  oil  industry 
moves  into  full  operation  in  world  markets  and 
produces  the  revenue  to  permit  large-scale  resump- 
tion of  its  development  programs.  In  order  to 
prevent  a  dangerous  reduction  in  the  rate  of  eco- 
nomic development  in  the  interim,  the  United 
States  is  providing  nonmilitary  aid  for  the  fiscal 
year  1955  amounting  to  $74.3  million.  Of  this 
amount,  $21.5  million  is  being  used  for  technical 
cooperation  and  development  projects  in  Iran,  and 
the  remainder  of  $52.8  million  is  being  used  gen- 
erally for  financing  essential  consumer  goods  im- 
ports which  will  be  sold  by  the  Iranian  Gov- 
erimient  for  local  currency  to  help  meet  its  current 
operating  expenses. 

The  technical  cooperation  program  in  Iran  is 
geared  to  help  the  Iranian  Government  overcome 
long-standing  problems  of  disease,  low  food  pro- 
duction, and  illiteracy.  American  and  Iranian 
technicians,  working  together,  have  already  ef- 
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fected  considerable  improvements  in  sanitary  con- 
ditions. For  example,  malaria  is  no  longer  the 
country's  number-one  healtli  problem,  and  serious 
epidemics  of  contagious  diseases  are  much  less  fre- 
quent. In  the  last  6  months  of  1954,  the  U.  S.- 
Iranian Public  Health  Cooperative  continued  its 
malaria-control  work,  but  on  a  smaller  scale,  and 
put  more  emphasis  on  the  training  of  Ir;niiaii 
nurses  and  sanitarians. 

In  agi'iculture,  technical  cooperation  projects 
liave  inti'oduced  higher  yield  seed  strains  and  have 
improved  Iranian  livestock  through  cross-breed- 
ing and  artificial  insemination  techniques.  Dem- 
onstration and  training  projects  conducted  by 
Iranian  agricultural  extension  agents,  trained  by 
United  States  technicians,  provided  assistance  foi' 
farmers  throughout  the  country.  A  new  Depart- 
ment of  Agricultural  Engineering  has  been  estab- 
lished in  Iran  with  American  assistance. 

In  the  July-December  period  of  1954,  more 
stress  was  jDlaced  on  vocational  agricultural  train- 
ing and  home  economics.  Home  economics  schools 
for  girls  have  now  been  established  throughout 
Iran,  and  adult  women's  evening  classes  also  have 
been  started  in  many  sections.  Over  5,000  rural 
and  urban  teachers  have  received  training  at  edu- 
cational centers  set  up  and  supervised  with  the  aid 
of  FoA  technicians. 

In  a  step  to  develop  better  administrative  skills 
in  Iran,  a  Public  xVdministration  Institute  was 
opened  in  November  at  the  University  of  Tehran. 
Thirty-six  officials,  representing  10  ministries  and 
3  other  agencies  of  the  Iranian  Government,  at- 
tended courses  given  by  Iranian  professors  and 
members  of  the  Public  Administration  School  of 
the  University  of  Southern  California. 

Israel  Continues 
Financial  Stabilization 

The  Israeli  Government's  program  to  stabilize 
its  foreign  exchange  and  debt  position  produced 
measurable  results  by  the  end  of  1954.  The  up- 
ward swing  in  its  external  indebtedness  was 
brought  to  a  halt,  and  much  of  its  short-term  debt 
was  successfully  refunded.  Increased  industrial 
and  agi'icultural  production  brought  a  substantial 
rise  in  export  revenues  and  assisted  the  drive  to 
reduce  import  requirements,  particularly  for  food. 
As  a  result,  Israel's  trade  gap  was  appreciably  nar- 
rowed in  1954,  although  it  still  was  estimated  at 
about  $210  million. 


United  States  aid  under  the  mutual  security 
program  has  been  only  a  part  of  the  worldwide 
assistance  which  Israel  has  received  since  its  estab- 
lishment, and  the  striking  economic  gains  in  the 
country  have  been  produced  primarily  by  the  driv- 
ing energies  of  the  Israelis  tliemselves.  Nonethe- 
less, our  aid  measures  have  formed  a  signiticant 
part  of  Israel's  progress  and  have  contributed  im- 
portantly toward  the  maintenance  of  a  going  na- 
tional economy.  United  States  development  as- 
sistance and  technical  cooperation  have  played  a 
major  lole  in  the  tripling  of  the  land  area  under 
irrigation  since  the  state  was  founded,  in  the 
doubling  of  agricultural  and  industrial  produc- 
tion and  power-generating  capacity,  the  reduction 
in  the  trade  deficit  by  $75  million  in  3  years,  and 
the  settling  of  nearly  700,000  immigrants  in 
permanent  or  semipermanent  quarters. 

Despite  its  gi'owing  achievements,  Israel  con- 
tinues to  face  a  troublesome  financial  situation. 
Its  trade  deficit  of  over  $200  million  and  external 
debt  of  over  $400  million  make  it  most  difficult 
for  it  to  pay  from  its  own  resources  for  the  essen- 
tial commodities  and  capital  items  needed  to  sus- 
tain an  adequate  rate  of  development.  In  the  July- 
December  period  of  1954,  Foa  allotted  to  Israel 
$30.3  million  out  of  fiscal  year  1955  funds  for  de- 
velopment assistance  and  $1.4  million  for  tech- 
nical cooperation.  The  development  assistance 
funds,  $15  million  of  which  will  be  on  loan,  will 
be  used  chieflj*  for  critical  import  requirements. 
Local  currency  proceeds  generated  by  the  sales  of 
imports  purcliased  with  dollar  aid  funds  are  being 
used  for  development  jjrojects,  including  housing, 
and  constitute  about  40  percent  of  Israel's  total 
development  budget. 

In  the  second  half  of  1954,  a  new  university  was 
brought  into  the  joint  U.S. -Israeli  technical  co- 
operation program.  The  State  University  of  New 
York  is  sending  a  24-man  technical  stalf  to  Israel 
to  work  on  selected  projects  in  4  fields  of  activity: 
agriculture,  health,  industry,  and  education.  Dur- 
ing the  6-month  period,  Foa  technical  specialists 
continued  their  work  with  Israeli  industry  to  im- 
prove production  efficiency  in  glass,  textile,  chemi- 
cal, metal-working,  and  food-processing  indus- 
tries. 

Program  Progress  in 
the  Arab  States 

The  technical  cooperation  programs  in  the  Arab 
States    of   Egypt,   Jordan,    Iraq,    and    Lebanon 
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have  been  supplemented  by  several  programs  of 
development  assistance.^ 

Under  an  agreement  with  Egypt  concluded  in 
the  latter  half  of  1954,  Foa  programmed  $40  mil- 
lion out  of  fiscal  year  1955  funds,  $7.5  million  of 
which  is  planned  to  be  in  loan  form,  to  support  the 
Egyptian  Government's  10-year  development  pro- 
gram. These  funds  will  be  used  for  high  priority 
projects,  principally  in  road  and  rail  transporta- 
tion, and  supply  of  potable  water.  For  Jordan, 
FoA  had  programmed  $8  million  out  of  fiscal  year 
1954  funds,  and  $5  million  out  of  fiscal  year  1955 
funds,  to  help  forward  country  development  proj- 
ects in  irrigation,  waterspreading,  afforestation, 
road  building,  and  community  development.  At 
the  end  of  1954,  over  6,000  Jordanians  were  being 
employed  in  these  development  projects.  In 
Lebanon,  $6  million  had  been  made  available,  also 
out  of  fiscal  year  1954  funds,  for  a  variety  of  de- 
velopment purposes.  These  included  stepping  up 
the  production  of  wheat,  improving  grain  storage 
facilities,  providing  an  adequate  water  supply  for 
village  communities,  and  repairing  and  extending 
Lebanon's  basic  road  network. 

In  the  last  half  of  1954,  the  other  activities  car- 
ried out  under  the  mutual  security  program  in  the 
Arab  States  were  concentrated  on  various  techni- 
cal cooperation  projects  for  increasing  the  supply 
of  food,  reducing  health  hazards,  instituting  edu- 
cational facilities,  and  improving  public  admin- 
istration. The  United  States  also  worked  with  the 
United  Nations  Relief  and  Works  Agency  during 
the  period  on  further  ways  to  resettle  the  Arab 
refugees  from  Palestine. 

Food. — As  one  way  to  combat  the  chronic  prob- 
lem of  food  shortages  in  the  Arab  States,  more  at- 
tention is  being  given  to  the  establishment  of  an 
effective  rural  agricultural  extension  organization 
in  each  participating  country.  Most  of  the  Minis- 
tries of  Agriculture  have  become  increasingly 
aware  of  the  productive  value  of  the  extension 
service  concept,  and  with  their  growing  support 
FoA  agricultural  technicians  are  training  local  ex- 
tension agents  as  rapidly  as  possible.  Joint  proj- 
ects for  developing  additional  sources  of  water 
and  for  using  better  ii'rigation  methods  are  con- 
tinuing.    In  many  cases,  new  supplies  of  fresh 


^  Saudi  Arabia  indicated  tliat  it  did  not  de.sire  to  con- 
tinue tlie  agreement  for  a  joint  teclmical  cooperation  pro- 
gram. Since  such  progx-ams  are  operated  only  ujion  tlie 
specific  request  of  the  government  concerned,  tlie  United 
States  Operations  Mission  in  the  country  was  closed  out. 


fruits  and  vegetables  grown  as  a  result  of  these 
projects  already  are  improving  the  Arab  people's   _ 
diet.  ^ 

Interest  in  demonstration  projects  for  livestock 
improvement  has  also  grown  in  the  Arab  States. 
Practical  methods  of  better  breeding  and  in- 
creased poultry  production  are  being  taught.  In 
some  cases,  pedigreed  bulls  have  been  imported 
from  the  United  States  to  show  how  modern  tech- 
niques of  artificial  insemination  can  produce 
healthier  and  heavier  livestock.  Controlled  graz- 
ing procedures  have  been  established,  and  pro- 
grams to  check  animal  diseases  have  been  ex- 
panded. 

In  Egypt,  60  local  groups  are  working  in  seven 
districts  to  build  an  extension  service  which  the 
Egyptian  Ministry  of  Agriculture  wants  pat- 
terned on  the  American  system.  An  extensive 
hybrid  corn  project  is  also  bringing  good  results ; 
20,000  bushels  of  hybrid  seed  have  been  produced, 
and  use  of  this  seed  is  expected  eventually  to  in- 
crease present  corn  production  in  Egypt  by  as 
much  as  40  percent. 

In  Iraq,  the  agricultural  extension  program, 
which  .started  with  11  Iraqis,  is  now  expanding, 
:ind  more  and  more  of  the  local  personnel  are  tak- 
ing over  training  functions.  In  September,  Foa 
broadened  its  contract  with  the  University  of 
Arizona  in  order  to  assist  the  Abu  Ghraib  College 
of  Agriculture  in  the  improvement  of  administra- 
tion and  academic  training. 

In  Jordan,  a  demonstration  dairy  barn  has  been 
constructed;  seed-cleaning  buildings  have  been 
built;  three  nurseries  have  been  established;  and 
a  grain-storage  and  grading  plant  of  5,000-ton 
capacity  has  been  put  into  operation.  Montana 
State  College  has  agreed  to  train  Jordanians  in 
agricultural  extension  work  and  to  assist  in  the 
development  of  more  efficient  agricultural  market- 
ing procedures  and  home  economics  practices. 

In  T^ebanon,  within  a  week  after  the  FoA-spon- 
sored  survey  report  on  the  Litani  River  was  com- 
pleted, the  Lebanese  Government  had  established  a 
new  agency  for  development  of  the  Litani  area, 
and  had  allotted  5  million  Lebanese  pounds  for 
initial  expenses.  The  responsibility  for  carrying 
out  the  project  now  lies  with  the  Government  of 
Lebanon.  A  small  project  to  increase  agricultural 
mechanization  in  Lebanon  also  has  brought  good 
results.  With  the  cooperation  of  farm  equipment 
dealers,  65  Lebanese  have  been  trained  in  the  op- 
eration of  farm  machinery. 
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Health. — Debilitating  diseases  and  short  life 
spans  constitute  a  heavy  drag  on  the  economic 
development  of  the  Ai-ab  countries.  Technical 
coo]ieration  projects  in  iiealtli  are  aimed  at  reduc- 
ing the  incidence  of  preventable  illnesses  and  im- 
proving environmental  sanitation.  These  proj- 
ects are  making  good  headway  in  a  number  of 
instances  in  the  correction  of  insanitary  habits 
and  conditions  that  have  prevailed  for  centuries 
past. 

In  Iraq,  a  joint  project  for  training  healtii  tech- 
nicians is  going  forward  at  Basra,  and  a  progi-am 
to  teach  food  handlers  proper  methods  of  prepa- 
ration and  distribution  is  being  carried  out  at 
Baghdad.  Local  Iracp  health  workers  have  been 
assigned  to  rural  development  projects  to  provide 
health  education  and  demonstration  at  the  village 
level.  An  attempt  is  being  made  to  carry  out  a 
training  program  at  the  maternal  and  child  health 
center  in  Samawa,  but  progress  has  thus  far  been 
limited  by  the  fact  that  there  are  few  qualified 
women  available  within  the  area  for  training. 

In  Jordan,  the  central  laboratory  and  other 
liealth  facilities  developed  with  the  help  of  Foa 
technicians  have  been  turned  over  to  the  Jordan- 
ian Government  for  administration.  The  first 
group  of  nurse  trainees  has  completed  the  initial 
year  of  a  3-year  training  course,  and  a  second 
group  already  has  started  training.  In  Lebanon, 
Foa  health  and  sanitation  specialists  are  helping 
the  Lebanese  to  provide  safe  sources  of  water  for 
village  use  and  to  support  a  number  of  nurse 
training  and  public  health  demonstration  projects. 

In  Egj'pt,  work  at  the  Shubra  Mant  Health 
Demonstration  Center  is  bringing  good  results. 
In  recent  months,  important  gains  were  made  in 
the  use  of  sodium  pentachlorophrenate  for  killing 
snails  which  act  as  intermediary  carriers  of  schis- 
tosomiasis, a  debilitating  blood  disease  of  the  in- 
tei'iial  organs  which  })lagues  Egypt  and  holds 
down  the  productivity  of  its  i)eople. 

Education. — Education  programs  in  the  Arab 
States  are  suited  to  the  particular  situation  in  each 
country.  In  Egypt,  for  e.xample,  only  20  percent 
of  the  population  over  10  years  old  can  read  and 
wi'ite,  and  joint  education  projects  in  the  country 
stress  primary  school  and  vocational  training. 
American  and  Egyptian  education  specialists  have 
prepared  comprehensive  instructional  materials 
for  fundamental  education  jirograms  at  the  vil- 
lage level.  This  material  has  already  been  put  to 
use  in  two  rural  communities.     In  Jordan  and 


Iraq,  other  countries  with  low  literacy  rates,  ad- 
ditional teacher  training  and  vocational  instruc- 
tion programs  were  carried  out  in  the  latter  part 
of  195-t,  and  new  programs  were  being  developed. 

Lebanon,  on  the  other  hand,  has  a  relatively 
high  literacy  rate  of  about  80  percent  and  is  the 
educational  center  of  the  Near  East.  Here,  efforts 
are  concerned  with  bringing  in  qualified  people 
from  other  Near  Eastern  lands  for  advanced  in- 
struction. Under  a  new  Foa  contract  with  the 
American  University  of  Beirut,  selected  partici- 
pants from  several  countries  in  the  area  will  be 
given  special  training  courses  in  education,  public 
administration,  agriculture,  and  engineering. 
Courses  in  educational  statistics  and  research  and 
in  English-language  teaching  already  are  under 
way.  Also  in  Ivebanon,  under  a  3-year  Yo\  con- 
tract concluded  in  September,  the  Isaac  Delgado 
Central  Trade  School  of  New  Orleans  will  assist 
the  Arts  et  Metier  Vocational  Training  School  at 
Beirut  to  revamp  its  curriculum  and  develop  voca- 
tional courses. 

Public  Administration. — Joint  projects  in  pub- 
lic administration  are  helping  government  minis- 
tries and  oflices  to  organize  their  functions  along 
more  efhcient  lines  and  are  aiding  government 
officials  in  the  adoption  of  better  statistical  and 
financial  procedures  to  collect  and  utilize  data 
needed  for  proper  government  administration. 

FoA  technicians  are  helping  the  Government  of 
Jordan  in  the  fields  of  census  and  statistics.  A 
basic  census  of  agriculture  is  under  way,  and  tabu- 
lating and  processing  methods  are  being  modern- 
ized in  Jordan's  Department  of  Statistics.  In 
Iraq,  a  new  budget  office  has  been  created  as  a 
dii-ect  result  of  an  Foa  survey  on  fiscal  and  per- 
sonnel administration.  The  Government  of  Iraq 
also  is  taking  steps  to  carry  out  other  Foa  recom- 
mendations, particularly  in  the  matter  of  reor- 
ganizing its  foreign  trade  statistics.  In  Egypt,  an 
American  management  firm,  sponsored  by  Foa, 
is  helping  the  government  to  improve  and  stream- 
line its  customs  administration  procedures. 

Palestine  Refugees. — The  General  Assembly  of 
the  United  Nations  has  extended  the  mandate  of 
the  T^N  Relief  and  Works  Agency  for  Palestine 
Refugees  (Unrwa)  for  another  5  years,  and  an 
American,  Mr.  Henry  Labouisse,  was  appointed 
director  for  the  Agency. 

\  XKw A  has  continued  its  efforts  to  maintain  and 
rcliabilitate  some  !)(»(l,()ll()  .Vi'al)  ivfugees.  It  has 
provided  more  substantial  sliellcr  so  tliat  now  only 
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about  one-tenth  of  the  total  refugee  population  is 
housed  in  tents.  It  also  has  conducted  a  nutri- 
tional program  which  has  kept  up  health  stand- 
ards despite  severely  overcrowded  conditions.  In 
its  rehabilitation  effort,  educational  and  train- 
ing programs  have  been  expanded.  Some  175,- 
000  pei-sons  ai-e  now  in  schools  which  either  are 
operated  by  the  local  governments  with  tuition 
for  refugee  children  being  provided  by  Unewa, 
or  are  operated  by  Unesco  and  wholly  financed  by 
Unkwa. 

Ambassador  Eric  Johnston,  acting  as  special 
representative  of  the  President  on  the  Jordan 
Eiver  Valley  Plan,  reported  in  July  that  substan- 
tial progress  had  been  made  in  discussions  with 
representatives  of  the  Arab  States  and  Israel. 
He  reported  also  that  it  would  be  desirable  to  re- 
sume negotiations  in  the  near  future.  The  prin- 
ciple of  international  sharing  of  the  contested 
waters  of  the  Jordan  River  has  been  accepted  by 
the  interested  states,  and  tliey  have  expressed  their 
willingness  to  cooperate  in  working  out  a  mu- 
tually acceptable  program.  During  the  second 
half  of  1954,  work  was  continued  on  the  prepara- 
tion of  additional  technical  data  bearing  on  the 
physical  division  of  the  waters  and  on  their  storage 
and  control.  The  proposed  plan  under  study  for 
development  of  the  Jordan  Valley  provides  for  the 
irrigation  of  about  225,000  acres  of  land  in  the 
four  countries  of  Syria,  Lebanon,  Jordan,  and 
Israel,  and  contemplates  the  production  of  1.4 
billion  kilowatt-hours  of  power  annually.  It  is 
estimated  that  successful  implementation  of  the 
plan  would  make  possible  the  eventual  settlement 
of  about  200,000  refugees. 

Another  major  refugee  resettlement  project  un- 
der consideration  is  the  proposal  to  iri-igate  land 
in  the  Sinai  Peninsula  of  Egypt.  An  engineering 
report  is  being  prepared  under  the  auspices  of 
the  Egyptian  Government  and  Unrwa,  and  it  is 
expected  that  the  results  of  this  report  will  be 
available  early  in  1955.  The  Sinai  Peninsula 
project  would  provide  for  the  resettlement  of 
some  50,000  refugees  who  would  develop  and  cul- 
tivate the  land. 

Efforts  for  Progress  in 
South  Asia 

Gains  and  Setbacks 

in  India's  Five-Year  Plan 

The  Government  of  India's  present  development 


program,  covering  the  5-year  period  ending  in 
March  1956,  is  moving  to  accomplish  a  series  of 
objectives  which  reach  into  virtually  every  sector 
of  the  country's  economy.  The  program  calls  for  M 
17-percent  increase  in  food  production,  an  11-  " 
percent  increase  in  gross  national  income,  an  ex- 
pansion from  5  percent  to  6.75  percent  in  the 
annual  net  investment  rate,  the  eradication  of 
malaria  as  a  prime  health  menace,  and  the  creation 
of  new  employment  opportunities  for  5.7  million 
people  and  supplemental  employment  for  3.6 
million. 

Data  recently  made  available  by  the  Government 
of  India  on  results  of  the  first  3  years  of  the  pro- 
gram's operation  show  a  mixture  of  favorable  and 
unfavorable  trends.  The  1956  target  of  61.6  mil- 
lion tons  for  food  grain  production,  for  example, 
was  already  exceeded  by  nearly  4  million  tons  in 
the  1954  crop  year.  Raw  cotton  production  and 
cotton  cloth  manufacture  also  show  good  progress. 
National  product  and  income  goals  will  probably 
be  reached,  as  will  the  goal  set  for  new  highway 
mileage.  The  incidence  of  malaria  has  been 
greatly  reduced,  although  much  work  remains  to 
be  done  in  this  field. 

On  the  other  hand,  total  development  expendi- 
tures have  fallen  considerably  behind  schedules, 
chiefly  because  of  the  late  start  in  implementing 
the  plan,  the  reluctance  of  private  risk  capital  to 
come  forward,  and  various  administrative  bottle- 
necks. At  the  present  rate,  it  is  .estimated  that 
there  will  a  shortfall  of  15  percent  or  more  in 
the  5-year  expenditure  target.  Outlays  for  agri- 
culture and  commiuiity  development,  and  indus- 
trial expansion  are  particularly  behind.  India 
requires  a  substantial  additional  infusion  of  for- 
eign investment  capital  if  its  goals  are  to  be  reached 
in  a  democratic  way;  otherwise  drastic  measures 
will  have  to  be  adopted,  either  in  restricting  do- 
mestic consumption  or  in  cutting  back  program 
goals. 

United  States  development  assistance  and  tech- 
nical cooperation  measures  under  the  mutual  secu- 
rity program,  provided  at  the  request  of  the  Indian 
Government,  are  fitted  to  specific  needs  in  India's 
development  program.  In  the  second  half  of 
1954,  FoA  concluded  contracts  for  the  manufac- 
ture of  locomotives  and  freight  cars  to  be  used  to 
replace  over-age  rolling  stock  of  the  Indian  rail- 
ways and  to  help  meet  the  need  for  expanded 
transportation    facilities.     Deliveries    scheduled 


30 


India's  Progress  At  The  End  Of  The  Third  Year  Of  Its  Five-Year  Plan 
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on  these  railway  contracts  call  for  shipments  to 
India  by  the  end  of  1955. 

As  of  December  31,  1954,  $58  million  was  pro- 
grammed for  fiscal  year  1955  to  reinforce  India's 
development  eftort.  These  funds  will  help  con- 
tinue projects  for  agricultural  and  industrial  de- 
velopment, and  improvement  of  health  conditions, 
transportation  services,  and  power.  Some  $3.5 
million  of  the  funds  has  been  made  available  to 
purchase  DDT  and  other  insecticides  for  use  in  the 
Indian  malaria-control  program  which  covers  125 
million  people  in  malarious  areas. 

At  the  end  of  1954,  final  details  were  being 
worked  out  for  the  establishment  of  a  new,  pri- 
vately managed  financial  institution — the  Indus- 
trial Credit  and  Investment  Corporation — to  pro- 
mote private  industrial  development  in  India. 
Control  of  the  Corporation,  scheduled  to  begin 
operations  early  in  1955,  will  be  vested  in  private 
shareholders  who  are  expected  to  subscribe  a  total 
of  $10  million  of  equity  capital.     Of  this  amount. 


$7  million  will  be  raised  in  India,  $'2  million  in 
the  United  Kingdom,  and  $1  million  in  the  United 
States.  In  addition,  the  Government  of  India  is 
expected  to  transfer  to  the  Corporation  the  equiv- 
alent of  $15  million  in  rupees  from  the  sales  pro- 
ceeds of  steel  supplied  under  Foa  programs.  The 
International  Bank  for  Reconstruction  and  Devel- 
opment has  approved  a  $10-million  line  of  credit 
to  complete  the  initial  capital  structure  of  the 
Corporation. 

The  United  States  also  is  aiding  India  in  its 
economic  advancement  through  the  technical  co- 
operation progi'am.  For  the  fiscal  year  1955, 
$15.4  million  was  made  available  for  technical  co- 
operation purposes.  At  the  end  of  1954,  over  100 
technicians  were  working  on  demonstration, 
training,  and  consultant  projects  in  various  fields 
of  economic  endeavor.  Indian  workers  are  carry- 
ing out  village  development  and  extension  pro- 
grams which  reach  nearly  60  million  people. 
Through  Foa  contracts,  American  univei-sities  are 
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A  tubewell  providing  water  jor  irrigation  in  India.     With  United  States  assistance,  India  is  carrying  out 
a  program  to  construct  over  2,500  of  these  deep  wells  to  increase  production  on  about  1  million  acres  of  land. 


lieliDing  to  build  up  staflFs  in  a  number  of  Indian 
agricultural  and  engineering  schools.  Througli 
technical  cooperation  a  large-scale  px'ogram  for 
drilling  deep  irrigation  wells  is  nearing  comple- 
tion. These  ■wells  will  iri'igate  some  1  million 
acres  of  farmland  to  tap  the  ground  waters  of  the 
Gangetic  Plain. 

Pakistan  Gets  Expanded  Aid 

Pakistan's  economy  in  19.5-t  was  subjected  to 
additional  strains  stemming  from  its  decreased 
export  earnings  and  its  inability  to  purchase  raw 
materials  and  industrial  products  in  needed  vol- 
ume. The  country's  foreign  trade  position  de- 
teriorated further  in  the  second  half  of  the  year 
when  export  earnings  from  cotton  and  jute  con- 
tinued to  decline,  and  foreign  exchange  reserves 
became  further  depleted.  Shortages  of  consumer 
goods  of  all  types,  aggravated  by  the  need  to 
restrict  imjDorts,  brought  stronger  inflationary 
pressures. 


In  response  to  an  urgent  request  for  assistance 
from  the  Pakistani  Government,  a  special  United 
States  economic  survey  group  was  dispatched  to 
study  the  situation  and  recommend  measures  for 
helping  Pakistan  manage  its  crisis.  As  a  result 
of  the  survey  group's  I'ecommendations,  and  in 
the  light  of  the  new  obligations  which  Pakistan 
has  undertaken  in  connection  with  its  recent  mili- 
tary assistance  agreement  with  the  United  States, 
the  FoA  program  for  Pakistan  during  fiscal  year 
1955  was  increased  to  $71  million  for  financing 
essential  imports  and  for  technical  cooperation. 
A  portion  of  these  funds,  $5.5  million,  was  used 
for  flood  relief  purposes  in  the  second  half  of  1954.^ 
In  addition,  surplus  agricultural  commodities  are 
being  supplied  to  Pakistan  under  title  II  of  the 
Agricultural  Trade  Development  and  Assistance 
Act. 

The  announcement  in  October  of  the  expanded 
aid  program  had  an  immediate  salutary  effect  on 
Pakistan's  economic  situation,  particularly  with 
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Pakistan  Program  Emphasizes  Consumer 
Imports  And  Project  Aid 
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regard  to  curbing  inflationary  forces.  Anticipa- 
tion of  increased  imports  of  consumer  goods, 
financed  under  the  mutual  security  program, 
caused  widespread  price  declines  in  the  market 
places  of  the  country  and  brought  substantial 
quantities  of  hoarded  goods  out  of  hiding. 

The  technical  cooperation  program  will  con- 
tinue to  emphasize  projects  for  increasing  agri- 
cultural production,  such  as  irrigation  and  land 
reclamation,  and  projects  in  vocational  education, 
public  healtli,  and  industry  and  management.  In- 
stitutions of  higher  education  in  I'akistan  are 
being  modernized  and  strengthened  through  coop- 
erative arrangements  with  American  universities. 
At  the  request  of  the  Government  of  Pakistan, 
FoA  has  negotiated  contracts  with  four  American 
universities,  all  of  which  now  have  personnel  at 
work  in  Pakistan.  These  contracts  cover  a  variety 
of  projects  in  basic  development  fields  and  are 
designed  to  provide  aid  where  Pakistan's  need 
is  gi'eatest. 

The  Government  of  Pakistan  has  instituted  a 
nationwide  community  development  jtrogram  to 
help  villagers  in  their  efforts  to  build  progressive 
and  well-integrated  rural  communities.  Pakis- 
tani technicians  are  being  given  broad  training 
courses  which  cover  a  wide  range  of  specialized 
fields,  such  as  agriculture,  health,  housing,  and 


home  economics.  This  training  will  enable  them 
to  work  productively  in  the  village  communities 
and  meet  the  varied  problems  that  arise  in  the 
process  of  village  development.  United  States 
specialists  are  giving  guidance  in  these  training 
programs  and  have  participated  in  the  establish- 
ment of  nine  main  centers  for  training  community 
development  workers. 

A  school  was  established  in  Baluchistan  during 
the  second  half  of  1954  for  training  agi'icultural 
field  supervisors  and  tractor  drivers.  Training  of 
agricultural  teacher-teams  in  the  districts  of  East 
Bengal  was  completed  in  the  same  period.  These 
teachers  were  instructed  in  methods  for  improving 
agricultural  extension  services.  Under  joint  field 
demonstration  projects,  samples  of  89  varieties  of 
grasses  and  legumes  were  supplied  to  the  North- 
west Frontier  Province  for  planting  to  determine 
which  types  are  best  suited  to  the  plains  regions 
and  which  types  to  the  mountain  regions. 

In  August,  the  United  States  acted  to  render 
emergency  assistance  to  7  million  people  in  East 
Pakistan  affected  by  floods  caused  by  the  overflow 
of  the  Brahmaputra  River.  United  States  Air 
Force  transport  planes  carried  in  nearly  60,000 
pounds  of  needed  medical  supplies,  including 
sei'ums  and  sulpha  drugs,  to  prevent  mass  out- 
break of  disease.  American  epidemic-control  spe- 
cialists were  sent  to  the  area  to  initiate  an  inocula- 
tion program.  Forty  U.  S. -Pakistani  health  teams 
inoculated  more  than  a  million  Bengalese.  In  ad- 
dition, over  2,500  metric  tons  of  agricultural  sur- 
plus items  were  shij^ped  under  the  emergency  pro- 
vision (title  II)  of  the  Agricultural  Trade  Devel- 
opment and  Assistance  Act.  These  actions  helped 
Ijrevent  the  spread  of  additional  hardship  in  the 
flooded  areas,  and  the  dispatch  and  efficiency  of 
our  aid  measures  served  to  tighten  further  the 
bonds  of  friendship  between  I'akistan  and  this 
country. 

Helping  the  Efforts  of 
Nepal  and  Afghanistan 

Nepal  is  situated  along  tlie  northeast  frontier 
of  India,  with  most  of  its  population  concentrated 
either  in  small,  compartmented  valleys  or  along 
the  northern  rim  of  the  Gangetic  Plain.  The 
country  suffers  from  the  effects  of  long  isolation, 
almost  total  lack  of  conununications  and  trans- 
portation, an  extremely  high  illiteracy  rate,  and 
overpopulation  relative  to  present  arable  area. 
These  conditions  necessarily  slow  progress  in  the 


33 


joint  effort  being  made  in  Nepal  under  a  limited 
technical  cooperation  program,  but  a  number  of 
forwai-d  steps  are  being  made. 

With  the  aid  of  Foa  specialists,  three  village- 
level  workers'  schools  are  training  local  person- 
nel for  the  village  improvement  program;  143 
graduates  are  now  working  in  5  rural  centers.  Ex- 
tensive work  is  being  undertaken  to  reduce  the 
incidence  of  malaria  and  other  insect-borne  dis- 
eases, and  villagers  are  being  shown  the  impor- 
tance of  proper  sanitation  and  public  health  meas- 
ures. Through  demonstration  projects  in  connec- 
tion with  the  village  improvement  program,  farm- 
ers are  being  taught  the  advantages  of  using  bet- 
ter farm  tools,  insecticides,  and  fertilizer.  More 
than  500  tyjies  of  seeds  and  plants  have  been  in- 
troduced into  Nepal  for  experimentation,  and  an 
agricultural  experiment  station  is  being  instituted. 
In  the  field  of  education,  the  first  teacher-training 
college  ever  established  in  the  country  is  being 
organized  with  the  assistance  of  the  University  of 
Oregon,  through  an  FoA-sponsored  inter-univer- 
sity contract. 

As  a  result  of  a  disastrous  flood  in  Nepal  dur- 
ing the  fall  of  1954,  which  left  135,000  people 
homeless  and  destroyed  crops  on  123,000  acres  of 
land,  the  United  States  Goverinnent  promptly  of- 
fered relief  assistance  to  the  Nepalese  Govern- 
ment. Emergency  supplies  of  food,  clothing,  and 
medicines  were  airlifted  into  the  stricken  areas; 
these  were  followed  by  shipments  of  surplus  agri- 
cultural commodities.  Under  a  joint  agreement 
between  the  United  States  and  Nepal,  additional 
aid  is  being  given  in  restoring  farmland,  road- 
ways and  bridges  to  enable  flood  refugees  to  plant 
a  crop  next  spring,  and  in  procuring  essential  com- 
modities such  as  salt,  sugar,  kerosene,  and  cloth. 
It  is  estimated  that  the  United  States  contribution 
Mali  total  between  $1  million  and  $2  million. 

In  Afghanistan,  the  main  emphasis  of  the  Foa 
program  has  been  directed  to  furnishing  technical 
assistance  needed  to  increase  the  irrigated  land 
areas  in  the  Helmand  Valley  and  settle  as  many 
nomadic  people  as  possible  in  permanent  agricul- 
tural communities.  A  group  of  United  States 
experts  is  advising  an  Afghan  development  organ- 
ization on  a  wide  range  of  technical  matters  such 
as  engineering,  agriculture,  health  and  sanitation, 
community  development,  and  public  administra- 
tion. With  the  help  of  these  experts,  an  agri- 
cultural extension  school  and  a  number  of  demon- 


stration farms  already  have  been  established  in 
the  valley  area. 

To  help  meet  the  need  for  trained  Afghan 
administrative  and  technical  personnel  and  to 
strengthen  the  Afghan  school  system  at  all  levels, 
Foa  has  concluded  contracts  with  Wyoming  Uni- 
versity and  Teachers  College  of  Columbia  Univer- 
sity. Teams  from  these  universities  are  working 
to  expand  programs  in  vocational  and  teacher 
training.  In  addition,  approximately  20  Afghans 
are  receiving  specialized  training  in  the  United 
States  under  the  technical  cooperation  progi'am. 

In  the  field  of  community  development,  a  con- 
tract is  under  negotiation  with  the  Near  East 
Foundation  under  which  the  Foundation  will  co- 
operate with  the  United  States  Operations  Mis- 
sion, the  United  Nations  Mission,  and  the  Afghan 
Government  in  training  village-level  workers  in 
all  phases  of  community  development  for  work 
near  Kabul. 

Joint  Programs  in  Africa 

Ethiopia 

During  the  second  half  of  1954,  provision  was 
made  for  a  substantial  broadening  of  the  technical 
cooperation  program  in  Ethiopia.  The  expanded 
program  will  include  new  projects  in  teacher 
training,  the  establishment  of  additional  local  in- 
stitutions for  developing  competent  administra- 
tors and  teclinicians,  and  an  increase  in  scholarship 
grants  for  bringing  trainees  to  the  United  States. 
In  addition,  plans  were  made  for  a  community 
development  project  to  assist  the  Ethiopian  Gov- 
ernment witli  its  program  of  distributing  public 
lands  for  agricultural  resettlement  and  develop- 
ment. 

After  nearly  2  years  of  planning,  the  Eritrean 
Vocational  Trades  School  was  opened  in  Septem- 
ber with  an  initial  class  of  100.  A  3-year  curricu- 
lum will  include  sheet-metal  work,  forge  and 
fomidry  practice,  machine-shoii  instruction,  and 
courses  in  auto  mechanics,  masonry,  electricity, 
and  plumbing. 

With  the  assistance  of  an  Foa  education  special- 
ist, 600  experimental  copies  of  the  first  illustrated 
Ethiopian  (Amharic)  word  book  and  reader  were 
completed  in  October.  After  a  period  of  practi- 
cal use  in  selected  schools,  this  publication  will  be 
revised  in  final  form  and  reprinted  by  Ethiopians 
in  an  edition  of  50,000  copies  to  serve  schools 
throughout  the  country. 
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The  program  to  enlarge  Ethiopia's  handicraft 
industry  was  Launched  with  Foa  technical  aid 
when  the  first  handicraft  center  was  opened  in 
Asela  to  promote  the  use  of  native  wools  in  the 
weaving  of  rugs  and  blankets.  Other  courses  will 
be  introduced  as  the  center  expands  to  full  capac- 
ity. During  the  second  half  of  1954,  arrange- 
ments were  completed  to  open  Ethiopia's  first 
rural  jiealth  center  at  the  town  of  Colladuba  near 
Gondar.  The  local  population  will  construct  the 
health  center  under  the  direction  of  a  contractor 
whose  services  will  be  financed  by  joint  United 
States-Ethiopian  funds.  Also  during  the  6-month 
period,  agreement  was  reached  on  the  scope  of 
technical  assistance,  requested  by  the  Ethiopian 
Government,  for  developing  an  improved  water 
supply  and  sewage  system  for  Addis  Ababa.  A 
survey  will  be  conducted  by  an  engineering  team 
recruited  by  Oklahoma  A.  &  M.  College. 

Liberia 

With  a  number  of  improvements  already  put 
into  effect  in  the  field  of  agricultural  production, 
the  technical  cooperation  program  in  Liberia  has 
been  redirected  to  give  more  attention  to  educa- 
tion, public  health,  and  public  works.  With 
United  States  assistance,  a  highway  department 
has  been  established  in  Liberia,  and  most  of  a 
basic  staff  has  been  trained.  The  program 
presently  provides  for  on-the-job  training  in  the 
preparation  of  specifications  and  the  letting  of 
contracts  for  a  series  of  roads  which  are  being 
financed  under  an  Export-Lnport  Bank  loan. 
Training  will  also  be  given  in  construction  super- 
vision. 

During  the  second  half  of  1954,  Foa  entered  into 
a  contract  with  Prairie  "View  A.  &  M.  College 
of  Texas  for  an  expanded  program  of  vocational 
training  in  Liberia.  Prairie  View  will  help  train 
Liberian  teachers  in  a  variety  of  subjects  including 
building  construction  trades,  metal  trades,  arts 
and  haiulicrafts,  agricultural  education,  and  cleri- 
cal and  secretarial  skills.  The  college  also  will 
direct  its  efforts  to  creating  a  larger  body  of  skilled 
nongovernmental  workers  in  Liberia. 

Libya 

The  tliird  successive  year  of  drouglit  increased 
the  scarcity  of  food  in  many  areas  of  Libya.  In 
response  to  a  request  by  the  Libyan  Government, 
the  United  States  in  October  granted  24,000  tons 
of  wheat  in  addition  to  the  8,200  tons  previously 


shipped.  Deliveries  of  this  wheat  are  being  made 
at  the  rate  of  about  3,000  tons  a  month  for  distri- 
bution through  Libyan  Government  agencies  to 
people  in  the  afflicted  areas. 

In  accordance  with  an  exchange  of  notes  be- 
tween the  Government  of  Libya  and  the  United 
States  Government,  Foa  agreed  to  provide  $3  mil- 
lion for  development  assistance  to  Libya  for 
fiscal  year  1955.  These  funds  will  be  used  for 
puiijoses  which  will  accelerate  the  pace  of  Libya's 
economic  development,  and  plans  ai-e  now  being 
worked  out  for  specific  programs  and  projects. 

In  a  noteworthy  development  under  the  techni- 
cal cooperation  progi-am  during  the  second  half  of 
1954,  the  Cyrenaican  Department  of  Agriculture 
stationed  Libyan  agi-icultural  offices  in  the  same 
towns  where  Foa  rural  extension  specialists  are 
working,  and  requested  that  assistance  be  provided 
for  the  early  establishment  of  a  Libyan  extension 
service.  For  the  coming  crop  season,  water- 
spreading  projects  are  under  way  in  new  areas  to 
utilize  run-off  waters  and  enlarge  available  sup- 
plies. Sections  of  rangeland  have  been  fenced  to 
determine  the  rate  of  native  forage  growth  and 
to  demonstrate  methods  of  combatting  over- 
grazing. 

During  the  6-month  period,  the  Libyan  Govern- 
ment agreed  to  teach  health  and  sanitation  meth- 
ods to  girls  and  boys,  and  steps  are  being  taken  to 
give  Libyan  teachers  instructional  material  so 
that  they  can  inaugurate  needed  health  courses  in 
the  schoolrooms. 

Dependent  Territories  in  Africa 

British  East  Afi-ica  comprises  Kenya,  LTganda, 
and  the  Trust  Territory  of  Tanganyika.  The 
United  Kingdom  has  expressed  an  interest  in  fur- 
ther United  States  assistance  in  meeting  the  grow- 
ing problems  in  that  area.  Kenya  is  in  a  par- 
ticularly difficult  position  because  expenses  in  con- 
nection with  the  ]\Iau  INIau  emergency  are  absorb- 
ing so  much  of  its  resources  that  necessai-y  work 
in  the  educational  and  agi-icultural  fields  cannot 
be  maintained  at  a  proper  level.  Uganda,  with 
the  power  now  available  from  Owens  Falls,  is 
facing  new  possibilities  for  industrial  develop- 
ment Init  has  few  skilled  workmen  among  the  local 
peoples.  At  the  request  of  the  United  Kingdom, 
representatives  from  the  United  States  Opera- 
tions Mission  in  London  went  to  tlie  region  and 
worked  out  agreement  on  a  series  of  projects  in 
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Under  the  f^upervidon  of  an  FOA  technician,  an  older  student  in  a  Libyan  school  applies  ointment  in  the 
treatment  of  trachoma,  an  eye  disease  widespread  in  Libya.  Such  treatments  by  students  are  part  of  an 
intensive  trachoma-control  2»'ogrjm  being  carried  out  by  FOA  health  specialists  and  Libyan  nationals  under 
ih^  technical  cooperation  effort. 


technical  education,  afiriciiltuie,  and  trans]iorta- 
tion.  Nejiotiations  are  now  under  way  with  Knt- 
<i;ei's  University  to  carry  out  the  educational,  and 
possibly  the  a<>ricu]tnral,  aspects  of  the  program. 
The  l^ritish  territories  in  West  Africa  are  Ni- 
fi'eria,  the  Gold  Coast,  Sierra  Leone,  and  the 
(xambia.  As  these  territories  assume  greater  re- 
sponsibility for  governing  themselves,  it  becomes 
apparent  that  far  more  trained  local  people  are 
needed,  particularly  in  the  technical  fields,  to  stall' 
both  government  and  industry.  With  the  agree- 
ment of  the  United  Kingdom,  Foa  repi-esenta- 
tives  went  to  these  territories  in  the  second  half 


of  l!)ri4  and  assisted  local  officials  in  drawing  up 
a  number  of  projects  in  agriculture,  technical  edu- 
cation, community  development,  and  ti-ansporta- 
tion. 

Agreements  were  concluded  with  the  French 
Government  for  projects  to  improve  agriculture 
in  Tunisia,  French  Equatorial  Africa,  and  Mada- 
gascar. Bids  are  being  solicited  from  Ignited 
States  firms  for  equipment  and  technicians. 

In  the  Belgian  Congo,  United  States  tech- 
nicians completed  a  series  of  agricultural  project 
surveys  and  submitted  their  reconnnendatious  to 
the  Congo  authorities. 
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CHAPTER  IV 


Europe 


AT  THP:  EXI)  (if  1954.  the  a\-era<ie  European 
.  enjoyed  a  lii<i-lier  standard  of  livinji'  than  ever 
hefore  and  faced  the  future  with  a  well-founded 
and  <iro\vin<i-  confidence.  Duiinjr  the  year.  West- 
ern P>uro]ie"s  <;ross  national  product,  measured 
in  constant  prices,  rose  by  about  4  percent,  and  per 
capita  consumption  increased  by  roughly  the 
same  amount.  Industrial  jiroduction  hit  new 
records,  prices  remained  relatively  stable,  foreign 
exchange  reserves  mounted,  and  the  balance  of 
])ayments  position  continued  to  improve  as  ex- 
ports readied  a  new  high. 

Hwause  of  this  strong  economic  recovery  and 
dcnHjiistrated  vitality,  the  largest  i-eductions  in 
iinitual  security  aid  for  the  current  year  were 
made  in  the  European  area.  In  fiscal  year  1!)52, 
the  year  of  the  first  Mutual  Security  Act,  Europe 
received  about  75  percent  of  total  new  funds  ap- 
])ropriated  for  nuitual  security  i)ur])oses.  Eor 
fiscal  year  li»55.  initial  estimates  showed  only 
aliout  25  percent  of  new  funds  earmarked  for 
Europe,  with  by  far  the  largest  part  of  this  re- 
duced proportion  being  used  to  supply  military 
weapons  and  equipment  for  Xato  forces. 

The  close  of  1!)54  also  saw  a  net  gain  in  free 
Europe's  actual  and  potential  capabilities  for  ef- 
fective defense  against  anned  aggression.  Xato 
forces  were  stronger  and  better  equip])ed. 
The  loss  incurred  when  the  concept  of  the 
European  Defense  Community  failed  to  win  un- 
animous ajjproval  was  rapidly  recouped  by  a 
series  of  agreements  made  by  the  European  na- 
tions at  London  and  Paris  during  September  and 
October.  The  London-Paris  accords  will  permit 
the  bridging  of  a  vital  gap  in  the  defense  of  the 
North  Atlantic  area.  Under  the  new  agi-eements, 
which  at  the  end  of  the  year  were  in  process  of 
gaining  the  necessary  parliamentary  ajijirovals, 
Germany  would  be  restored  to  sovereignty  and  ad- 
mitted to  X.vTO  as  a  full  member.  A  Council  of 
Western  European  Cnion  (Wfa)  would  be  created 
M-hifh  would  include  not  only  the  six  oiigiiial  Eix: 


countries,  but  the  United  Kingdom  as  well.  Lhc 
new  organization  would  be  responsible  for  regu- 
lating the  size  of  the  forces  and  the  armaments 
of  its  member  countries. 

The  limitations  and  controls  on  forces  and  arms 
accepted  by  Gennany  and  the  other  proposetl  Wei 
members  should  permit  German  rearmament  and 
partnership  to  proceed  in  a  way  that  ultimately 
will  era.se  the  traditional  fears  of  a  rearmed  (Ger- 
many. A  Weu  organization,  properly  geared  into 
X.vTo  operations,  should  create  greater  mutual  con- 
fidence in  free  Eui'ope  and  provide  a  basis  for  new 
moves  tovrard  European  integi-ation. 

Defense  of  Free  Europe 

NATO  and  the 

Western  European  Union 

It  is  specifically  provided  in  the  I^indon  and 
Paris  agreements  that  the  Western  P^uropean  Un- 
ion would  work  in  close  cooperation  with  X.vro. 
The  undesirability  of  Weu  duplicating  the  mili- 
tary functions  of  N^ato  is  recognized,  and  the  pro- 
jected Council  and  the  Arms  Control  Agency  of 
Whi-  therefore  would  be  required  to  rely  on  the 
military  authorities  of  Xato  for  information  and 
advice.  Steps  are  already  under  way  to  insure 
proper  liaison  between  X'ato  and  the  new  oriran- 
ization.  when  it  is  established. 

The  United  States  has  agreed  to  make  joint  ar- 
rangements for  appropriate  consultative  machin- 
ery and  procedures  with  the  Weu  Council  and  the 
Arms  Control  Agency  so  that  our  military  aid 
programs  may  be  carried  out  in  consonance  with 
the  protocols  for  regulating  the  forces  and  arma- 
ments of  the  Wei-  countries.  The  United  States 
would  keep  Wei'  informed  of  its  programs  for  de- 
livei-y  of  military  e<|uipineiit  to  the  mcnibei-  na- 
tions; it  also  would  give  consideration  to  observa- 
tions Wei-  nun-  make  regarding  the  infoiniation 
furnished. 
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Under  the  proposed  Weu  orgajiization,  Ger- 
many would  not  contribute  forces  to  a  supra- 
national European  Army  of  the  type  envisaged 
under  the  Edc,  but  instead  would  raise  national 
forces  assigned  to  Nato  on  a  basis  comparable  with 
other  Nato  powers.  In  size,  the  German  defense 
contribution  would  be  the  same  as  would  have  been 
the  case  under  Edc — 12  divisions,  1,300  aircraft, 
and  a  small  coastal  na%^. 

The  German  defense  contribution,  along  with 
the  contribution  of  other  Wett "countries,  would  be 
subject  to  controls.  Limits  on  the  total  size  of 
forces  of  Weu  members  could  be  increased  only  by 
unanimous  consent.  Under  the  agreements,  Ger- 
many affirms  that  it  would  not  produce  atomic,  bio- 
logical, and  chemical  weapons,  large  warships, 
strategic  bombers,  and  guided  missiles.  Such 
weapons  available  to  AVeu,  along  with  other  major 
materiel  such  as  tanks  and  heavy  artillery,  would 
be  subject  to  inventory  control.  The  Arms  Con- 
trol Agency  would  be  responsible  for  enforcement 
of  armament  limitations. 

The  North  Atlantic  Council  in  October 
strengthened  certain  provisions  relating  to  the 
role  of  the  Supreme  Allied  Commander  in  Europe 
(Sacette).  The  effect  of  these  provisions,  which 
deal  with  foi'ces  development,  logistical  support, 
and  training  and  inspection,  will  be  to  assure  that 
the  military  forces  assigned  to  Saceuk,  including 
those  of  the  Weu  countries,  would  be  integrated 
and  interdependent  to  an  extent  that  would  mini- 
mize the  possibility  of  any  Nato  nation  exercising 
independent  military  initiative  in  Europe. 

NATO  Operations 

In  the  final  months  of  1954,  Nato  carried  out 
its  annual  review  to  assess  continuing  military 
i-equirements  in  the  light  of  existing  political  and 
economic  factors.  The  1954  review,  which  was  the 
fourth  of  its  kind,  indicated  that  the  Nato  nations 
in  general  were  unlikely  to  increase  further  the 
size  of  their  military  forces.  Defense  expenditures 
were  correspondingly  leveling  oft'  in  line  with  the 
concept  of  sustaining  strength  for  a  long  period. 
Nevertheless,  outlays  for  defense  purposes  by  the 
current  European  members  of  Nato  (excluding 
Greece  and  Turkey)  are  being  maintained  at  an 
annual  rate  of  about  $11  billion,  roughly  twice  the 
amount  spent  on  defense  prior  to  the  Korean  con- 
flict. 

The  problem  of  annual  recurring  costs  has  as- 
sumed growing  importance.     These   costs  stem 


Defense  Spending  Of  European  NATO  Countries 
Levels  Off  At  More  Than  Double  Pre-Korea  Rate 
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from  the  necessity  to  maintain  and  operate  exist- 
ing equipment  and  to  build  reserve  stocks  in  order 
to  keep  Nato  forces  at  adequate  standards  of  com- 
bat readiness.  Nato  nations,  in  several  instances, 
have  pointed  to  the  increasing  magnitude  of  re- 
curring costs  as  a  reason  for  cutting  back  forces 
previously  projected.  The  actual  force  goals 
adopted  for  1955,  and  the  pi'ovisional  goals  for 
1956  and  1957,  placed  first  priority  on  improving 
the  combat  quality  of  existing  forces,  wliich  would 
have  to  meet  the  first  shock  of  enemy  attack,  rather 
than  on  achieving  numerical  expansion. 

The  annual  review  showed  that  some  increases 
were  made  chiring  1954  in  the  size  of  the  various 
Nato  forces,  particularly  of  its  naval  and  air 
forces,  but  these  increases  fell  short  of  the  annual 
goals.  Nevertheless,  Nato  made  good  progress 
during  the  year  in  bringing  its  existing  units  into 
a  better  jjosition  of  preparedness  by  filling  critical 
equipment  shoi-tages  and  by  intensifying  co- 
ordinated training. 

Several  large-scale  maneuvers  were  conducted 
in  Europe  during  the  second  half  of  1954  under 
conditions  simulating  atomic  warfare.  Exercise 
Battle  Royal,  held  in  northern  Germany  during 
September,  staged  a  mock  battle  over  an  area  of 
nearly  800  square  miles  between  "invader"'  and  "de- 


38 


fender"  forces  using  280-mm.  atomic  guns.  This 
first  use  of  the  atomic  gun  in  "action"  on  the  battle- 
field disclosed  a  number  of  advantages  in  terms  of 
firing  and  destructive  power  as  well  as  a  number  of 
disadvantages  in  terms  of  concealment  and  maneu- 
verability. iloRNixG  Mist,  a  combined  land,  air, 
and  naval  exercise  in  Europe's  northern  sector, 
and  Ketstone,  a  similar  exercise  in  the  southern 
sector,  wei'e  other  maneuvers  conducted  in  the  sec- 
ond half  of  195-i  which  jDut  into  action  the  national 
forces  of  many  different  Nato  countries  under  the 
direction  of  a  single  Nato  command.  The  main 
objective  of  all  these  exercises  was  to  experiment 
in  a  practical  way  with  tactical  changes  which  the 
use  of  atomic  weapons  has  made  necessary  in  mod- 
ern warfare. 

Significant  additions  also  were  made  to  Western 
Europe's  defense  arsenal  during  the  second  half 
of  the  year.  New  guided-missile  battalions  were 
deployed  from  the  United  States  to  train  and 
maneuver  with  Nato  forces  and  to  supplement 


previous  contributions  of  pilotless  aircraft  and 
280-mm.  atomic  guns. 

The  growing  nuclear  capability  inherent  in 
these  new  weapons  is  decreasing  the  gap  between 
what  the  free  world  has  and  what  it  needs  to  de- 
fend the  Nato  area  against  an  all-out  attack. 
Accordingly,  the  North  Atlantic  Council,  at  its 
meeting  in  Paris  in  December,  considered  a  report 
by  the  Military  Committee  on  the  most  effective 
pattern  of  Nato  military  defensive  strength  over 
the-  next  few  years,  taking  into  account  modern 
developments  in  weapons  and  techniques.  It  ap- 
proved this  report  as  a  basis  for  defense  planning 
and  preparations  by  the  Nato  military  authorities, 
noting  that  this  approval  did  not  involve  the  dele- 
gation of  the  responsibility  of  goverimients  to 
make  decisions  for  putting  plans  into  action  in  the 
event  of  hostilities. 

At  the  December  meeting  also,  the  Foreign 
Ministers  of  the  14  Nato  countries  restated  their 
conviction  that  the  tlireat  to  the  security  of  the 


An  "Honest  John"  artillery  rocket  on  its  transportable  launcher.  United  States  forces  in  Europe  assigned 
to  NATO  are  being  equipped  with  the  latest  types  oj  weapons,  including  guided  missiles  and  2S0-mm  atomic, 
guns. 
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Xato  rtrea  continues  and  that  it  is  necessary  for  an 
inilefinite  ])eriod  to  suppoi't  defense  forces  which, 
by  their  readiness  and  etiectiveness,  woukl  be  a 
major  factor  in  deterring  Soviet  aggression.  At 
the  same  time,  it  was  recognized  that  the  capabil- 
ity to  expand  defense  programs  is  dependent  in 
pai't  on  further  improvement  in  the  economic 
situation  of  the  Xato  members. 

Joint  Facilities  for  NATO  Use 

Good  progress  was  made  in  1!)54  on  the  con- 
struction of  military  installations  which  are  es- 
sential for  the  effective  combat  operations  of  inte- 
grated Xato  forces.  This  jointly  financed  con- 
struction program — referred  to  as  the  infrastruc- 
ture program — includes  tactical  airfields,  fuel 
distribution  facilities,  naval  fleet  bases,  telecom- 
munications, electronic  warning  systems,  and 
otlier  vital  installations. 

By  the  end  of  the  year,  Xato  countries  had 
agreed  on  additional  infrastructure  programs 
which  brought  estimated  construction  costs  pro- 
grannned  through  lO.'id  to  the  equivalent  of  about 
^•2  billion.  The  United  States  share  of  these  costs 
comes  to  about  $780  million,  of  which  $563  million 
had  already  been  apjjropriated  by  the  Congress 
through  mid-lOoJ:.  I'nder  the  current  Mutual 
Security  Act,  the  Congress  authorized  the  Presi- 
dent to  contribute  the  estimated  Ignited  States 
share — that  is,  up  to  $780  million — to  the  Xato 
infrastructure  program.  This  authorization  will 
enable  X^ato  commanders  to  jn-ogram  recjuire- 
nients  of  construction  more  efficiently. 

XJnder  the  infrastructure  program,  some  $900 
million  has  been  programmed  for  airfield  expan- 
sion. By  the  end  of  1!)54,  13^  airfields  had  lieen 
made  available  for  use  by  Xato  air  forces.  In  1954 
also,  work  on  the  vast  inland  petroleum  pipeline 
system  was  well  along,  and  major  portions  will  be 
ready  for  use  in  1955.  This  project  calls  for  the 
installation  in  the  European  Xato  countries  of  an 
extensive  network  of  oil  pipelines  with  outlets  on 
both  the  Channel  and  the  Mediterranean  coasts 
so  that  the  system  can  be  supi^lied  by  the  tanker 
fleets  of  the  X'ato  nations.  It  is  estimated  that 
the  pipeline  system,  upon  completion,  will  have  a 
capacity  rate  of  flow  equivalent  to  the  uninter- 
rupted movement  of  70  complete  tanker  trains. 

Continuetl  progi-ess  on  telecommunications,  fleet 
facilities,  and  signal  and  radar  installations  is 
rapidly  facilitating  the  builduj)  of  Xato's  combat 
potential.    Contemplated  infrastructure  programs 


are  now  being  reviewed  N^ith  an  eye  to  making 
altei-ations  necessitated  by  the  availability  of  new 
weapons. 

Within  limits  imposed  by  security  considera- 
tions, the  majority  of  infrastructure  ])rojects  are 
open  to  international  competitive  bidding.  The 
United  States  Departments  of  Connnerce  and  De- 
fense have  established  procedures  for  dissemina- 
tion of  information  to  business  and  industry  in 
this  country,  and  American  firms  already  are  par- 
ticipating in  the  infi'astructure  program. 

U.  S.  Support  to  European 
Defense 

During  the  <>  months  ended  December  31,  1954, 
United  States  shi)jments  of  military  materiel  to  its 
European  allies  amounted  to  about  $700  million. 
This  brought  the  value  of  militai-y  weapons  and 
e([uii»ment  shipped  as  grant  aid  to  Europe  (ex- 
cluding tireece  and  Turkey)  for  the  calendar  year 
1954  to  $1.7  billion,  and  the  cumulative  value  of 
such  shipments  since  the  .-;tart  of  the  military  as- 
sistance program  to  $7.4  billion. 

In  June  1954,  the  United  States  signed  an  agree- 
ment with  the  British  Government  whereby  $85 
ndllion  is  being  provided  to  the  United  Kingdom 
to  finance  the  manufacture  of  bombers,  fighters, 
and  recomiaissance  phmes.  These  aircraft  are  for 
the  use  of  the  Royal  Air  Force  to  strengthen  the 
defense  of  the  Xato  area.  By  the  end  of  Decem- 
ber. 172  aircraft,  consisting  of  Canberra  bombers 
and  Hunter  fighters,  had  been  delivered  to  the 
Raf  under  this  program,  and  the  United  States 
had  paid  $33.9  million  for  their  manufacture. 
Other  completed  aircraft  were  in  process  of  in- 
spection ])rior  to  final  payment. 

A  similar  agreement  with  France  provided 
Ignited  States  financing  of  $85  million  worth  of 
pro<lucti(m  in  France  of  annnunition,  artillery,  and 
semiautomatic  weapons  required  by  the  French 
forces  for  defense  of  the  X'^oi-th  Atlantic  Treaty 
area.  Production  schedules  in  this  program  are 
moving  ahead  steadily,  with  some  contracts  al- 
i-eady  completed. 

During  the  second  half  of  1954,  new  allotments 
to  Europe  of  funds  for  other  than  direct  military 
assistance  amounted  to  $79  million,  the  bulk  of 
which  was  for  defense-support  purposes.  This 
amount  included  $56  million  to  finance  the  sales  of 
surplus  agricultural  commodities  under  section 
iO-2  of  the  Mutual  Security  Act  of  1954,  the  local 


40 


$7.4  Billion  Worth  Of  Military  Weapons  And  Equipment 
Has  Been  Shipped  To  European  Countries 
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ciirrt'iu'v  proceeds  of  wliit-li  ure  to  he  \iseil  mainly 
for  defense-support  i)ro<iriinis.  Major  recipients 
of  allotments  were:  Spain,  $"i(i  million;  Yiio:o- 
slavia.  S24  million;  ami  the  Federal  Kepuhlie  of 
(rermany  for  snpjiort  of  West  Berlin,  i^l.")  million. 
Kxpenditures  for  the  half-year  totaleil  $1S1  mil- 
lion; the  majoi'  part  of  these  expenditures  re))re- 
.seiited  j)aynients  against  authorizations  issued 
dnriufj;  ])revious  liscal  years.  This  amount  ex- 
iludes  expenditures  for  sales  of  surplus  a<:ricu]- 
tural  conunodities  under  section  550  of  the  Mutual 
.■^ecui-ity  Act  of  li)51,  as  amended  in  1!>5;). 

Offshore  Procurement  Contracts 
in  Friendly  Countries 

A  poi'tion  of  funils  allocated  for  direct  military 
assistance  is  used  to  place  orders  in  frieutlly  Eu- 
ropean (  ountries  fV)r  some  of  the  military  items  re- 
quired under  the  mutual  security  i)roi>:ram. 
Throufrli  such  orders  overseas,  the  United  States 
promotes  the  development  of  an  indigenous  mili- 
tary |)roduction  base  which  will  be  av!iila!)le  in 
case  of  war  foi'  replacements,  spare  parts,  ami  am- 
munition, thus  hel[)in<j:  to  reduce  Europe's  de]>end- 


ence  on  the  United  States  for  future  military 
requii'emeuts. 

Out  of  cunuilative  total  otl'shore  procurement 
contracts  of  $j!.(i  billion  jdaced  throuiih  the  end  of 
195-t,  $-2.5  billion  worth  had  been  placed  in  Eu- 
ropean countries.  About  half  of  these  contracts 
covered  purchases  of  various  ty])es  of  ammunition 
and  explosives.  The  othei'  half  covered  items 
s)ich  as  aircraft,  naval  vessels,  tanks  and  combat 
vehicles,  and  electronic  aiul  communications  equip- 
ment. The  Euro])ean  coimtries  (exiduding  Greece 
and  Turkey)  had  delivered  to  the  United  States 
for  further  delivery  to  recipient  siovernnients 
equipment  valued  at  $S5:i  million  through  Decem- 
ber :^)1,  1954;  $2-t-')  million  was  delivered  in  the  hist 
(■)  months  of  the  year. 

Congress  specified  in  the  Mutual  Security  Act 
of  1!I54  that  ott'shore  procurement  be  made  only 
after  it  has  been  determined  that  the  strategic  and 
logistic  advantages  of  such  ]>rociu'ement  to  the 
United  States  would  outweigh  any  adverse  etfects 
upon  the  I'nited  States  economy  and  its  industrial 
mobilization  base.  Congress  also  specified  that, 
in  advance  of  contract  placement,  determinations 
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be  made  that  procurement  offshore  will  not  result 
in  production  under  inadequate  safeguards  against 
sabotage,  unjustifiable  cost,  or  delivery  delays  in- 
compatible with  our  defense  objectives.  The  off- 
shore procurement  program  is  currently  being 
reviewed  in  the  light  of  these  directives,  and  it  is 
therefore  not  possible  at  present  to  forecast  the 
amount  of  materiel  which  will  be  programmed  for 
manufacture  abroad  during  the  current  fiscal  year. 
In  general,  offshore  procurement  contracts  are 
placed  with  a  view  to  helping  non-Communist 
trade  unions  as  much  as  possible,  in  accordance 
with  section  413  (a)  of  the  Mutual  Security  Act 
of  1954.  In  furtherance  of  this  policy,  it  was  nec- 
essary to  cancel  two  contracts  in  Italian  manufac- 
turing plants  during  the  last  half  of  1954  when  it 
became  evident  that  Communist  influence  in  the 
trade  unions  had  developed  to  the  point  where  the 
plants  did  not  meet  the  criteria  established  for  this 
program. 

Developing  Weapons  of 
Advanced  Design 

The  United  States,  through  agreements  with 
several  of  the  Nato  countries,  is  working  on  proj- 
ects to  accelerate  the  development  of  a  number  of 
military  weapons  of  advanced  design.  Congress 
made  $50  million  available  to  carry  out  selected 
research  and  development  projects  in  Europe 
under  this  weapons  development  program.  Some 
$19  million  was  obligated  by  the  end  of  1954  in 
support  of  a  number  of  projects  wliich  give  prom- 
ise of  producing  the  greatest  advantage  to  the 
common  defense  effort. 

The  projects  chosen  for  support  are  generally 
of  a  classified  nature  and  cannot  be  discussed  in 
detail.  One  undertaking,  however,  can  be  de- 
scribed in  broad  outline.  This  undertaking  con- 
cerns the  establisliment  of  an  Air  Defense  Tech- 
nical Center  in  Europe  to  provide  facilities  for  the 
Supreme  Headquarters  of  the  Allied  Powers  in 
Europe  (Shape)  to  meet  its  requirements  for  air 
defense  systems.  The  Center  is  now  being  estab- 
lished in  the  Netherlands,  where  experts  from  sev- 
eral Nato  countries  will  initially  conduct  research 
and  development  and  operational  testing  studies 
relating  to  the  creation  of  an  integrated  aircraft 
control  and  warning  system  for  Shape. 

Facilities  Assistance  for 
Munitions  Production 

The  foreign  military  facilities  assistance  pro- 


gi'am  aims  to  develop  in  Europe  additional  capac- 
ity for  mmiitions  production  and  armaments 
maintenance  which  will  be  required  in  time  of 
war  to  jarovide  adequate  support  from  indigenous 
sources.  The  need  for  such  readily  available  and 
"closeup"'  sources  must  be  considered  in  light  of 
the  difficulty  in  wartime  of  keeping  open  a  supply 
line  from  the  United  States  to  the  European  thea- 
ter, and  in  light  of  the  fact  that,  in  an  emergency, 
American  production  facilities  would  be  pressed 
to  meet  the  needs  of  our  own  military  forces. 

The  main  effort  under  the  facilities  assistance 
program  has  been  concentrated  on  projects  for 
expanding  Europe's  capacity  to  manufacture  pro- 
pellants  and  explosives  for  ammunition.  For  a 
project  to  receive  the  support  of  the  United  States 
under  this  program,  the  participating  country 
must  agree  to  finance  an  equitable  portion  of  the 
costs  and  to  maintain  the  added  production  ca- 
pacity, and  all  preexisting  capacity,  in  condition 
for  use  in  an  emergency.  Actual  approvals  for 
particular  projects  are  based  on  surveys  made  by 
engineering  consultants  from  United  States  in- 
dustry. Since  many  of  these  pi'ojects  involve 
repair  of  existing  plants,  damaged  during  "World 
War  II,  it  is  less  expensive  to  expand  production 
capacity  for  propellants  and  explosives  in  Europe 
than  it  would  be  to  build  the  same  production 
capacity  in  the  United  States.  It  is  estimated 
that  Europe's  ability  to  produce  ammmiition  will 
be  doubled  ujaon  the  completion  of  the  presently 
planned  projects. 

In  addition  to  providing  for  the  expansion  of 
Europe's  ammunition  production,  the  facilities 
assistance  program  embraces  plans  for  establish- 
ing major  overhaul  shops  and  maintenance  facili- 
ties needed  overseas  to  protect  our  investment  in 
armaments  furnished  under  the  military  assistance 
program. 

Of  the  $41  million  jDrogrammed  for  the  current 
fiscal  year  to  support  facilities  assistance  projects, 
about  $19  million  was  conunitted  through  Decem- 
ber. Additional  projects  in  six  European  coun- 
tries are  being  studied  for  possible  financing  and, 
as  soon  as  decisions  are  reached  on  these  projects, 
the  necessarj^  additional  funds  will  be  committed. 

Bolstering  Spain's  Military  Effort 

Under  a  series  of  agreements  concluded  with 
the  Spanish  Government,  the  United  States  is 
building  military  base  facilities  in  Spain  for  use  of 
our  own  armed  fox-ces  and  is  providing  selected 
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military  equipment  to  strengthen  tlie  Spanish 
armetl  forces.  In  addition,  the  United  States  is 
financing  imports  of  certain  raw  materials,  equip- 
ment, and  food  items  which  are  necessary  to 
broaden  Spain's  economic  base  and  to  curb  the  in- 
flationary pressures  which  otherwise  would  be 
generated  as  a  result  of  the  expanded  military  con- 
struction program. 

Most  of  the  items  included  under  the  fiscal  year 
1954  military  assistance  program  for  Spain  had 
either  been  shipped  or  were  under  procurement 
by  the  end  of  December.  The  Spanish  army  has 
already  been  provided  with  a  number  of  tanks, 
antiaircraft  guns,  antitank  weapons,  and  various 
tyjDes  of  communications  equipment.  The  Span- 
ish navy  is  scheduled  to  receive  an  American-built 
minesweeper  and  in  addition  is  being  aided  in  the 
modernization  of  its  minesweeper  vessels.  The 
air  force  is  currently  utilizing  T-33  and  T-6  train- 
ing aircraft,  shipped  under  the  military  assistance 
program,  to  broaden  its  experience  with  jet  planes. 


On  measures  to  strengthen  Spain's  economic 
capabilities  for  defense  support,  contracts  were 
placed  during  the  second  half  of  calendar  year 
1954  for  items  being  procured  with  the  $85  mil- 
lion allotted  to  Spain  during  the  early  part  of  the 
year.  Many  of  these  contracts  are  for  heavy  and 
complicated  equipment  to  be  used  in  expanding 
Spain's  steel  production,  electric  power  capacity, 
and  rail  and  highway  facilities,  and  therefore  will 
take  considerable  time  for  completion.  Most  of 
the  $15  million  worth  of  raw  cotton,  also  procured 
under  the  $85-million  allotment,  was  delivered  to 
Spain  by  the  end  of  1954. 

For  the  fiscal  year  1955,  in  addition  to  the  de- 
fense-support program,  Congi'ess  specified  that 
$55  million  worth  of  United  States  surplus  agri- 
cultural commodities  be  made  available  for  sale 
to  Spain  for  pesetas.  Through  December  1954, 
procurement  was  authorized  for  $26  million  worth 
of  commodities — $20  million  for  cotton,  and  $6 
million  for  cottonseed  oil.    Although  Spain  has 
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A  shipment  of  equipment  arriving  in  Spain  for  the  construction  of  military  bases  to  be  used  by  the  U.  S.  Air 
Force.  The  United  States  is  helping  Spain  to  modernise  its  military  establishment  and  at  the  same  time 
strengthen  its  economic  base. 
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hfid  a  bumper  harvest  in  <ir!Uiis,  the  olive  crop  is 
expected  to  be  exceptionally  small  l)ecause  of  last 
winter's  freeze,  and  it  is  probable  that  large  im- 
ports of  oils  will  be  requiied  to  make  up  the  crop 
shortage.  Of  the  local  currency  ]iroceeds  from 
this  $5ft-million  surplus  sales  program,  -20  percent 
Avill  be  available  for  the  use  of  the  United  States 
in  Spain  and  will  help  to  pay  local  costs  of  mili- 
tary base  construction.  The  balance  will  be  used 
to  strengthen  and  improve  the  civilian  economy  of 
Spain. 

Strengthening  Yugoslavia's  Defense 

The  basic  objective  of  the  mutual  security  pro- 
gram ill  Yugoslavia  continues  to  be  the  mainte- 
nance and  strengthening  of  the  country's  defenses. 
During  the  second  part  of  1954,  Yugoslavia  con- 
tributed importantly  to  stability  in  the  Mediter- 
ranean area  by  concluding  a  military  alliance  with 
Greece  and  Turkey,  and  by  effecting  a  settlement 
with  Italy  on  Trieste. 

United  States  military  assistance  is  directed  to- 
ward improving  Yugoslavia's  existing  military 
forces  by  providing  needed  and  more  modern 
weapons  and  equipment.  Tanks,  artillery,  radar, 
and  other  materiel  have  been  furnished  to  the 
Yugoslav  army.  Its  navy  received  patrol  craft 
and  equipment  for  modernizing  a  number  of  ves- 
sels, and  its  air  force  has  been  furnished  with  jet 
aircraft.  In  the  last  half  of  Ifl.H,  $:23.(>  million 
was  allotted  for  additional  direct  forces  and  de- 
fense support  aid  to  Yugoslavia. 

The  buildup  of  militaiy  forces  and  defense  in- 
dustries has  put  a  severe  strain  on  the  Yugoslav 
economy  at  a  time  when  the  Government  is  trying 
to  complete  a  huge  investment  jirogram.  Yugo- 
slavia's problems  were  multiplied  in  1954  by  the 
third  short  crop  in  the  last  5  years.  Emphasis 
during  the  last  half  of  1954,  therefore,  was  ])laced 
on  procurement  and  shipment  of  foodstuft's  and 
raw  materials  to  alleviate  Yugoslavia's  balance  of 
payments  and  foreign  exchange  situation.  To 
make  up  for  the  shortfall  in  the  food  crop,  150,000 
tons  of  wheat,  valued  at  $9  million,  were  su])plied 
under  the  mutual  security  program;  cotton,  fer- 
tilizer, pharmaceuticals,  tallow,  and  coal  were  also 
shipped.  Arrangements  were  made  to  sujjply 
additional  wheat  under  the  Agricultural  Trade 
Development  and  Assistance  Act. 

Since  early  1951,  a  tripai'tite  program  has  been 
in  operation  wherein  France,  the  I'nited  King- 
dom, and  the  United  States  have  cooperated  to 


aid  Yugoslavia  in  meeting  its  balance  of  payments 
deficit. '  Through  fiscal  year  1954.  a  total  of  $-26:] 
million  was  granted  under  this  program,  of  which 
France  and  the  United  Kingdom  contributed  $77 
million:  the  Ignited  States  grant  of  $18()  million 
was  in  addition  to  other  aid  under  the  mutual  secu- 
rity program. 

Economic  Developments 

The  end  of  large-scale  United  States  economic 
aid  linds  Western  Europe's  economy  stronger, 
more  stable,  and  more  competitive  than  ever  be- 
fore. Economic  gains  achieved  in  1954  in  many 
cases  even  exceeded  the  previous  records  estab- 
lished in  1953.  Industrial  production  during  the 
year,  for  exami)le.  rose  by  about  8  percent  and 
stood  at  a  level  over  50  percent  higher  than  pre- 
war. The  expansion  in  industrial  output  took  in 
all  major  industrial  groups.  Particularly  strik- 
ing increases  were  scored  in  the  fields  of  electric 
powei',  construction,  chemicals,  steel,  and  motor 
vehicles  and  other  consumer  durable  goods.  Ger- 
many made  the  largest  advances,  pushing  its 
output  up  by  11  percent  during  1954.  Noteworthy 
also  was  the  progress  made  by  France  and  Belgium 
after  a  long  i)eriod  at  an  economic  standstill. 
France  increased  its  industrial  production  for  the 
year  by  9  percent,  and  Belgium  by  7  pei'cent.  In 
agriculture,  however,  bad  weather  caused  some 
production  declines  in  a  number  of  countries,  but 
total  agricultural  output  was  still  about  ^0  percent 
above  jn'ewar  levels. 

Prices  throughout  Western  Europe  remained 
generally  stable  in  1954,  marking  a  period  of  al- 
most 3  years  during  which  internal  financial  sta- 
bility had  been  effectively  maintained.  Both  wage 
rates  and  real  wages  went  up.  P^urope's  trade  and  j 
payments  balances  with  the  rest  of  the  world  con- 
tinued to  improve  during  the  year.  Gold  and 
short-term  dollar  assets  increased  by  about  $1.8 
billion  to  reach  a  new  high  of  $13.4  billion. 

These  improvements  have  cleared  away  many  of 
the  old  fears  and  uncertainties  regarding  the 
inherent  strength  of  the  Eiiropean  economy.  In- 
stead, there  is  a  steadily  growing  confidence  in 
its  competitive  ability  and  future  viability.  This 
confidence  is  increasingly  being  demonstrated  by 
the  gradual  reduction  of  internal  and  foreign  trade 
controls  and  the  restoration  of  freer  markets. 
There  is  also  more  evidence  of  a  willingness  to 
expose  national  economies  to  a  greater  degree  of 
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Western  Europe's  Economic  Indicators  Showed  New  Gains  In  1954 

Industrial  Production  8  Percent  Above  Previous  Year  Prices  Generally  Held  Firm 
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t'oiii|)etiti()ii  on  the  woiiil  inaiket.  In  tlie  latter 
part  of  li>r)4.  a  nunil)er  of  European  countries 
took  further  steps  to  remove  existing  restrictions 
on  ini]»orts  from  the  dollar  area. 

In  reporting  these  encouraging  accomplish- 
iiients,  some  note  should  be  made  of  the  less  fa- 
vorable factors,  esjiecially  in  individual  coun- 
tries, which  may  he  obscured  l)y  overall  economic 
indicators.  Italy,  for  example,  despite  jiroduction 
increases,  continues  to  be  affected  by  a  large  unem- 
ployment ])roblem.  Spain's  economic  growtli  lags 
far  behind  the  rest  of  Europe.  In  many  areas  of 
Eurojie,  large  sections  of  tiie  i)opulation  are  still 
at  a  very  low  standard  of  living.  It  should  lie 
noted  also  that  Europe's  balance  of  payments  con- 
tinues to  benefit  from  substantial  American  mili- 
tary expenditures  abroad.  These  expenditures 
have  lielped  to  (iiiance  Europe's  imports  of  foods 
and  materials  for  sustaining  the  expansion  in 
industrial   production. 


Use  of  $100-Million  Loan 
to  Coal-Steel  Community 

At  the  close  of  lilal,  the  European  Coal  and 
Steel  C'onnnunity  nutde  its  first  allocations  under 
the  United  States  investment  loan  of  $l(i(i  million. 
This  loan  is  administered  by  the  Export-Import 
Bank  with  funds  j)rovi(led  under  the  Mutual  Se- 
curity Act  by  the  Eoreigii  Ojjerations  Administra- 
tion, and  is  to  be  repaid  over  -l^i  years  with  interest 
at  3%  percent. 

The  High  Authority  of  the  Coal-Steel  Com- 
munity allocated  !t;r)!).l  million  at  the  end  of  De- 
cember in  its  program  to  make  long-term,  low- 
interest  loans  to  coal  and  iron-ore  enterprise-^ 
within  the  Community  to  help  achieve  better  utili- 
zation of  raw  materials.  Of  this  total.  Ji^2().'.i  mil- 
lion is  being  used  to  consti'uct  and  modernize 
power  stations  at  ))itheads  which  will  be  able  to 
ii.se  low-grade  coal  more  economically;  %-l'^^:.\  mil- 
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lion  is  being  used  to  help  develop  other  facilities 
for  more  efficient  production  of  coal  and  coke ;  and 
$8.9  million  is  being  used  for  iron-ore  mining. 

It  is  anticipated  that  additional  loans,  totaling 
about  $15  million,  will  be  made  early  in  1955  for 
Belgian  power-station  projects  and  for  Italian 
plans  to  improve  the  preparation  of  iron  ore  for 
blast  furnaces.  Plans  are  also  being  made  to  ex- 
tend some  $25  million  in  loans  for  improvement 
and  expansion  of  miners'  housing  projects. 

Names  and  addresses  of  enterprises  receiving 
loans  are  communicated  to  the  American  business 
community  by  Department  of  Commerce  field 
offices  and  published  promptly  in  the  Depart- 
ment's Foreign  Commerce  Weekly. 

V.  K.  Association  with  the  CSC. — A  formal 
agreement  on  United  Kingdom  association  with 
the  Coal-Steel  Community  was  signed  in  Lon- 
don in  December  1954.  The  agreement  will 
enter  into  force  after  ratification  by  the  United 
Kingdom  and  the  six  member  states  of  the  Com- 
munity. A  Standing  Council  of  Association 
would  be  established  between  the  United  Kingdom 
and  the  High  Authority  to  provide  a  means  for 
the  continuous  exchange  of  infonnation  and  for 
consultation  on  matters  of  common  interest  con- 
cerning coal  and  steel.  These  matters  include 
such  subjects  as  trade  conditions,  supplies,  pric- 
ing questions,  market  trends,  development  and  in- 
vestment policy,  and  other  factors  which  affect 
the  production  and  marketing  of  coal  and  steel. 
Coordinated  action  between  the  United  Kingdom 
and  the  Commmiity  would  be  considered  in  certain 
specified  circumstances,  if  practicable,  before  de- 
cisions of  the  Coal-Steel  Community  or  the 
United  Kingdom  are  put  into  effect. 

EPU  and  Freer  Trade 

Since  its  renewal  for  a  fifth  year  on  June  30, 
1954,  the  European  Payments  Union  has  con- 
tinued to  contribute  both  to  the  creation  of  a  com- 
mon, competitive  market  in  Western  Europe  and 
to  the  broader  objective  of  acliieving  general  con- 
vertibility of  currencies  on  a  worldwide  basis. 
Through  the  central  Epu  system,  automatic, 
though  limited,  credit  facilities  have  been  made 
available  to  assist  in  settling  trade  surpluses  and 
deficits  among  Oeec  countries.  Payments  of  these 
countries  and  their  associated  monetary  areas  are 
settled  on  a  multilateral  basis — that  is,  each  mem- 
ber clears  its  foreign  exchange  transactions  with 


the  other  members  as  a  group,  instead  of  with 
each  country  individually.  Currency  earned 
anywhere  in  the  Epu  area  can  therefore  be  used  to 
pay  a  debt  arising  anywhere  in  the  Eptj  area. 
Thus,  Western  European  currencies  are,  in  ef- 
fect, convertible  among  themselves.  This  limited 
convertibility,  probably  more  than  any  other  sin- 
gle factor,  has  been  responsible  for  the  gradual 
removal  of  the  various  restrictions  wliich  impede 
the  free  flow  of  intra-European  trade. 

Further  progress  in  the  liberalization  of  intra- 
European  trade  was  made  in  1954  when  the  pro- 
portion of  total  private  intra-European  imports 
freed  of  quantitative  restrictions  by  the  Western 
European  countries  rose  from  76  percent  of  such 
imports  in  1948 — the  base  year  set  by  the  Code  of 
Liberalization — to  83  percent.  Austria,  France, 
and  the  United  Kingdom  made  the  largest  per- 
centage increases  in  their  liberalization  programs 
during  the  year.  Moderate  increases  were  made 
also  by  Sweden  and  Switzerland. 

Encouraging  steps  have  also  been  taken  by  West- 
ern European  countries  to  remove  restrictions  on 
imports  from  the  dollar  area.  While  the  extent 
of  such  relaxation  has  not  been  as  great  as  intra- 
European  liberalization,  ten  Oeec  countries  have 
achieved  some  degree  of  freedom  with  respect  to  , 
the  importation  of  goods  from  the  dollar  area. 
Moreover,  the  licensing  authorities  in  many  of  the 
Oeec  countries  are  affording  more  liberal  treat- 
ment to  dollar  imports.  The  Organization  for 
European  Economic  Cooperation  has  recom- 
mended that  member  countries  should  continue  to 
reduce  the  restrictions  on  dollar  imports  and  has 
decided  that  the  Organization  should  undertake 
an  examination  of  the  problem  of  dollar  liberali- 
zation which  should  promote  a  continued  removal 
of  these  restrictions. 

Other  Programs  in  Europe 

Aiding  the  Efforts  of  West  Berlin 

The  people  of  West  Berlin  are  working  to  re- 
store the  productive  base  of  their  economy,  which 
was  seriously  disrupted  by  wartime  destruction, 
the  Soviet  blockade,  and  the  influx  of  refugees. 
Impressive  progress  has  already  been  made.  By 
the  end  of  1954,  industrial  production  was  nearly 
three  times  higher  than  in  1950,  although  it  was 
still  about  10  percent  below  the  prewar  level.  Em- 
ployment had  risen  from  643,000  in  1950  to  well 
over  800,000  at  the  end  of  1954.    The  employment 
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situation  remains  a  serious  problem,  however; 
about  18  ]:)ercent  of  the  labor  force  is  still  unem- 
ployed. 

The  Federal  Republic  of  Germany,  from  its 
own  resources,  is  providing  the  equivalent  of  about 
$300  million  a  year  for  support  of  West  Berlin's 
budget  and  other  purposes.  The  United  States 
has  been  participating  in  the  reconstruction  of 
West  Berlin  by  providing  limited  capital  funds 
for  financing  productive  enterprises.  For  fiscal 
year  1955,  the  United  States  is  furnishing  $23.7 
million  in  local  currency  for  West  Berlin  in- 
vestment programs.  These  local  currency  funds 
are  obtained  from  sales  of  surplus  agricultural 
commodities  to  tlie  Federal  Republic  of  Germany. 

Europe  Advances  Its 
Productivity  Measures 

With  the  main  leadership  and  responsibility  for 
productivity  programs  now  shifted  to  the  Euro- 
peans themselves,  attention  has  been  focused  on  the 
activities  of  the  European  Productivity  Agency 
(Epa)  and  the  individual  country  productivity 
centers.  Foa's  role  in  the  European  productivity 
program  at  present  is  limited  to  providing  needed 
technical  assistance  and  to  working  with  the  Epa 
and  the  country  productivity  centers  in  mapping 
out  approved  programs  for  use  of  the  special 
local  currency  and  dollar  funds  set  aside  for  pro- 
ductivity purjjoses. 

After  recruiting  its  staff  and  arranging  for  the 
services  of  competent  technical  consultants,  the 
Epa  set  a  number  of  individual  productivity  proj- 
ects into  motion  during  the  second  half  of  1954. 
In  the  6-montli  period,  American  and  European 
specialists  attached  to  Epa  worked  with  the  vari- 
ous European  coimtry  centers  to  develop  new  pro- 
ductivity services.  They  conducted  working  semi- 
nars, lecture  tours,  and  training  programs  in 
which  the  participation  of  merchants,  industrial- 
ists, and  educators  was  expanded.  They  also  en- 
couraged private  associations  to  take  a  greater  in- 
terest in  productivity  ideas  and  practices. 

The  Epa  was  particularly  active  in  the  fields  of 
management  development  and  labor  relations,  in- 
tensifying its  efforts  to  persuade  Europeans  to 
streamline  their  productive  and  marketing  prac- 
tice in  order  to  achieve  greater  output  at  lower 
prices,  with  increased  benefits  to  European  work- 
ers and  consumers.  Epa  projects  in  management 
development  included  retail  distribution,  ware- 
housing  and    wholesaling,   cost   accounting   and 


budgetary  procedures,  and  production  plamiing 
and  control.  In  the  field  of  labor  relations,  the 
agency  conducted  projects  covering  training  of 
trade  union  leaders,  industrial  relations  policies 
and  practices,  and  practical  courses  in  the  use  of 
audio- visual  aids. 

Epa  has  taken  steps  to  expand  various  services 
which  will  stimulate  action  along  productivity 
lines.  It  has  established  a  central  European 
library  which  makes  available  American  and 
European  technical  films,  catalogs,  and  other 
needed  materials  to  businessmen,  industrialists, 
and  farmers  in  all  parts  of  Europe.  It  also  has 
made  provision  to  furnish  technical  advice  and 
guidance  in  fields  of  fiscal  legislation,  investment 
funds,  business  practices,  and  distribution  and 
marketing  methods. 

Epa  is  carrying  on  a  number  of  activities  in  co- 
operation with  the  productivity  centers  estab- 
lished in  many  of  the  European  countries.  Dur- 
ing the  second  half  of  the  year,  for  example,  an 
Epa  technical  team  worked  with  a  Norwegian 
productivity  center  to  improve  retail  merchandis- 
ing practices  in  the  country.  The  team  visited  7 
Norwegian  cities,  lectured  to  1,354  nonfood  retail- 
ers, conducted  123  store  demonstration  visits,  and 
met  with  1,100  Norwegians  in  special  discussion 
groups  on  technical  problems.  One  of  the  results 
of  this  project  was  an  agi'eement  between  the 
National  Productivity  Institute  and  the  Associa- 
tion of  Norwegian  Retailers  to  maintain  a  con- 
tinuing progi-am  of  providing  information  and 
consulting  services  to  Norwegian  retailers.  At 
the  end  of  1954,  arrangements  were  being  made 
for  the  Epa  technical  team  to  work  with  produc- 
tivity centers  in  other  European  countries. 

ICEM  Exceeds  Its  Annual  Goal 

In  the  last  G  months  of  1954,  tlie  Intergov- 
ernmental Committee  for  European  Migration 
(IcEOvi)  moved  nearly  56,000  migrants  and  refu- 
gees from  the  overpopulated  countries  of  Europe 
to  less  congested  areas  of  the  free  world.  During 
the  calendar  year  1954,  the  number  of  people 
afforded  an  opportunity  for  resettlement  totaled 
121,200.  This  was  a  substantial  increase  over  the 
77,664  pei'sons  moved  in  1952  and  the.  87,527  per- 
sons moved  in  1953.  In  fact,  it  was  the  first  time 
IcEM  exceeded  its  projected  annual  goal,  set  at 
118,000  for  1954.  A  main  reason  for  this  expanded 
movement  was  that  more  people  than  anticipated 
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were  aljle  to  be  stcconiniodnted  in  Australia  and 
Arji'entina.  Sjnee  1952,  28(:),391  persons  have  been 
moved  from,  Europe  to  Australia,  Canada,  Latin 
America,  and  the  United  States  throu<ih  Icem. 
IcEJi's  goal  for  1955  calls  for  moving  another 
143,320  persons. 

IcKJi  was  o'iv^n  more  formal  status  when  its 
proposed  constitution  went  into  force  on  Novem- 
ber 30,  1954,  after  the  required  number  of  member 
governments,  16  out  of  24,  gave  notice  of  tlieii' 
acceptance.  United  States  acceptance  was  author- 
ized in  the  Mutual  Security  Act  of  1954. 

IcE>r's  budget  for  calendar  year  1954  totaled 
$41.3  million.  The  United  States  contributed  $8.1 
million  toward  this  total.    In  addition,  a  United 


States  payment  of  $313,200  was  made  to  Icem's 
cash  reserve  fund  of  $3  million,  set  up  to  insure 
the  necessary  liquid  cash  position.  This  payment 
represented  one-third  of  the  $939,600  allocated  as 
the  T'nited  States  contribution  to  the  fund ;  the  re- 
nniinder  is  availatde  for  payment  as  additional 
contril)utions  are  made  by  the  other  member 
governments. 

Ice:\i  made  encouraging  progress  in  1954  in  se- 
curing greater  Hnancial  support  from  other  mem- 
bers and  also  in  obtaining  greater  contributions 
from  the  migrants  themselves  to  help  pay  for  the 
costs  of  tlieii"  ti'ansportation.  At  its  December 
session  in  Geneva,  IcEsr  adopted  a  budget  of  $46.6 
million  for  1955. 
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CHAPTER  V 


American  Republics 


THE  C"ONP'ERP]XCE  of  econuaiic  representa- 
tives of  the  United  States  and  the  other  20 
American  states,  held  near  Rio  de  Janeiro,  Brazil, 
in  November  1954  brou<rlit  resnlts  that  bore  di- 
rectly on  economic  objectives  of  the  mntnal  se- 
curity program.  Three  outstanding-  problems 
that  confront  Latin  American  countries  in  their 
economic  advance  are  the  shortage  of  capital  for 
tinancing  development  projects,  the  frequent  and 
sharp  fluctuations  in  prices  of  key  exports,  and  the 
widespread  deticiency  of  indigenous  technical 
skills.  There  was  a  frank  and  constructive  ex- 
change of  ideas  at  the  Rio  (Conference  on  practical 
means  by  which  these  and  other  prime  pi'oblems 
could  be  attacked  and  overcome  by  mutual  eti'orts. 
Xaturally,  the  proposals  put  forth  by  the  economic 
and  financial  ministers  of  the  several  states  repre- 
sented many  different  points  of  view  and  varied 
greatl_y  in  scope  and  approach.  The  discussions, 
however,  were  carried  out  in  a  spirit  of  friendship 
and  solidarity,  and  the  Conference  accomplish- 
ments gave  promise  of  a  better  understanding  of 
the  means  for  increased  cooperation  between  the 
United  States  and  Latin  America. 

The  United  States  delegation  to  the  Rio  Con- 
ference outlined  various  aspects  of  the  Adminis- 
tration's program  in  furthering  the  economic  de- 
velopment of  Latin  America.  It  stated  that  as 
one  step  toward  making  more  public  capital  avail- 
able, the  Export-Import  Bank  will  be  prepared  to 
expand  its  activities  in  connection  with  loans  for 
development  purposes  in  the  Latin  American 
countries.  The  delegation  expressed  the  Admin- 
istration's intention  to  recommend  to  Congress 
that  it  authorize  the  United  States  to  contribute 
$35  million  as  part  of  the  capital  of  an  Interna- 
tional Finance  Corporation  which  would  be  or- 
ganized to  make  loans  of  a  type  not  made  by  exist- 
ing lending  institutions.  The  United  States 
delegation  also  stated  that,  in  the  field  of  inter- 
American  trade,  every  effort  will  be  made  to  main- 
tain   a    liealthv    and   expanding  econoiuv    in    the 


United  States  so  that  dependable  markets  will 
exist  for  Latin  American  expoil:.  products. 

To  overcome  the  shortage  of  technical  skills, 
the  United  States  reconnnended  tiiat  joint  activi- 
ties in  the  vital  field  of  technical  cooperation  be 
further  expanded  and  diversified,  and  where  pos- 
sible be  put  on  a  longer  term  basis. 

The  manifold  benefits  ali'eady  produced  by 
pooling  our  technical  experience  and  knowledge 
justify  confidence  in  the  fruitfulness  of  greater 
technical  cooperation  measures.  The  current 
mutual  security  program  in  Latin  America  is  the 
largest  one  to  date.  For  fiscal  year  1955,  about 
$25  million  was  set  aside  for  technical  coopera- 
tion projects  in  19  Latin  American  countries  and 
a  number  of  overseas  territories.  An  additional 
$1.5  million  was  authorized  for  the  United  States 
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contribution  to  the  technical  assistance  program 
of  the  Organization  of  American  States.  More- 
over, over  $13  million  was  scheduled  to  be  used 
for  develoijment  assistance  projects,  mainly  in 
Guatemala  and  Bolivia. 

New  Programs  in  Guatemala 

Since  the  overthrow  of  the  pro-Communist  re- 
gime in  Guatemala,  the  new  government  has  been 
endeavoring  to  reestablish  soimd  principles  of 
administration  and  revive  its  economy,  especially 
through  improvement  of  its  road  transportation 
system.  At  the  request  of  the  new  government, 
FoA  has  broadened  its  technical  cooperation  activ- 
ities in  Guatemala  and  also  has  provided  a  moder- 
ate amount  of  funds  for  development  assistance 
purposes. 

The  joint  programs  undertaken  by  Foa  and  the 
Government  of  Guatemala  during  the  second  half 
of  1954  stressed  projects  that  would  have  an  im- 
mediate impact  on  the  Guatemalan  people.  Foa 
allocated  $3  million  of  development  assistance 
fuiids  to  assist  the  Guatemalan  Government  in 
building  a  97-mile  highway  along  the  country's 
Pacific  slope;  Guatemala  will  contribute  the 
equivalent  of  $1.5  million  in  cash  and  sei-vices. 
This  highway — a  two-lane,  asphalt-surfaced 
road — will  make  more  accessible  one  of  Guate- 
mala's richest  agricultural  sections  and  facilitate 
the  moving  of  farm  produce  to  market.  The  road 
project  also  will  help  in  relieving  Guatemala's 
critical  unemployment  situation  by  providing 
work  for  some  2,000  men. 

Late  in  October,  100  Guatemalan  elementary 
and  vocational  school  teachers  were  brought  to  the 
United  States  for  courses  in  teacher  training  at 
five  southwestern  universities.  These  teachers  had 
been  subject  to  strong  Communist  propaganda 
against  the  United  States  while  their  previous 
government  held  power.  The  distortions  innate 
in  this  231'opaganda  were  exposed  when  the  Guate- 
malans were  given  an  opportunity  to  observe 
democratic  educational  methods  in  this  country 
and  see  at  first  hand  how  we  live  and  work. 

In  the  field  of  health,  Foa  is  currently  provid- 
ing engineering  services  for  work  on  the  Roose- 
velt Hospital  and  for  training  Guatemalan  tech- 
nicians in  hospital  administration.  In  addition, 
$500,000  of  development  assistance  funds  has  been 
made  available  to  help  complete  construction  of 
service  facilities  of  the  hospital  and  put  its  ob- 
stetrics and  pediatrics  units  into  operation. 


Although  programs  such  as  teacher  training 
and  construction  on  the  Roosevelt  Hospital  and 
the  Pacific  Highway  have  been  designed  primarily 
for  their  immediate  effect  in  reducing  some  of 
the  problems  that  the  new  government  faces,  they 
also  will  exercise  a  continuing  and  beneficial  in- 
fluence on  Guatemala's  future  development. 

In  other  technical  cooperation  projects,  the 
United  States  made  preparations  to  assist  tho 
Guatemalan  Government  in  taxation  and  fiscal 
matters,  review  of  existing  legal  statutes,  agrarian 
reform,  and  telecommunications.  Previous  tech- 
nical cooperation  programs  in  the  field  of  agricul- 
ture and  health,  which  were  kept  in  operation  on 
a  small  scale  during  the  period  of  Communist 
domination,  were  being  expanded  as  rapidly  as 
possible,  and  a  new  educational  program  was  be- 
ing develojjed. 

Progress  in  Bolivia 

By  the  end  of  1954,  Bolivia  had  taken  several 
important  steps  toward  economic  improvement, 
but  the  efforts  of  the  Bolivian  Govenunent  to 
carry  out  its  development  plans  continued  to  be 
circumscribed  by  a  severe  shortage  of  foreign  ex- 
change. The  country's  present  financial  crisis 
stems  mainlj'  from  its  heavy  dependence  on  tin  as 
a  soiu'ce  of  its  export  earnings.  Because  of  fall- 
ing tin  prices  and  resultant  decreased  revenues, 
Bolivia  has  not  been  able  to  pay  for  the  agricul- 
tural products  necessary  to  feed  its  people,  or  the 
supplies  and  equipment  needed  to  carry  out  meas- 
ures to  divereify  its  economic  stnicture  and  lessen 
its  dependence  on  a  single  export  commodity. 

The  actions  of  the  Bolivian  Government  and  the 
Bolivian  i^eople,  bolstered  by  private  investment 
and  aid  from  the  United  States,  produced  a  num- 
ber of  notable  economic  gains  during  1954.  Pe- 
troleum production  by  the  end  of  the  year,  for  ex- 
ample, had  been  increased  to  the  point  where 
Bolivia  became  self-sufficient  in  gasoline  and  cer- 
tain light  oils,  thus  saving  some  $2  million  of  for- 
eign exchange  which  used  to  be  spent  annually  for 
oil  imports.  Bolivia's  oil  development  has  been  so 
successful,  in  fact,  that  arrangements  have  been 
made  to  begin  exporting  to  neighboring  countries. 
In  another  progressive  step,  the  Santa  Cruz- 
Cochabamba  Highway,  linking  fertile  agricul- 
tural eastern  lowlands  with  highland  urban  cen- 
ters, was  completed  during  the  second  half  of  1954 ; 
FoA  technicians  will  assist  in  construction  of 
feeder  roads  for  this  highway. 
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The  food  and  development  assistance  programs 
for  Bolivia,  initiated  under  the  mutual  security 
program,  have  aided  materially  in  avoiding  in- 
ternal collapse  and  in  creating  a  more  stable 
economic  climate.  Under  the  fiscal  year  1954 
program,  $8  million  worth  of  wheat  and  wheat 
flour  had  been  shipped  to  help  overcome  Bolivia's 
critical  food  shortage ;  freight  costs  on  these  ship- 
ments totaled  $1.4  million.  In  addition,  ship- 
ments of  $1.7  million  worth  of  other  surplus  agri- 
cultural commodities,  such  as  cotton,  lard,  and 
cottonseed  oil,  were  financed  with  mutual  security 
funds.  During  fiscal  year  1954  also,  $1.3  million 
was  used  to  finance  the  dollar  costs  of  sujiplies 
and  equipment  for  several  kej'  projects  in 
Bolivia's  economic  develojiment  jDrogram. 

For  the  fiscal  year  1955,  the  program  for  Bolivia 
financed  from  mutual  security  funds  included, 
$4  million  for  food  and  fibers,  and  $3  million  for 


supplies  and  equipment  to  be  used  for  develop- 
ment {purposes.  In  addition,  $9.9  million  worth  of 
surplus  agricultural  commodities  will  be  pro- 
cured from  stocks  of  the  Commodity  Credit  Cor- 
poration under  title  II  of  the  Agricultural  Trade 
Development  and  Assistance  Act;  the  freight 
costs  of  shipping  these  commodities,  about  $1.2 
million,  will  be  paid  for  out  of  mutual  security 
funds. 

Commodities  supplied  to  Bolivia  under  aid  pro- 
grams have  been  sold  thi'ough  nornuxl  marketing 
channels  in  the  country.  Local  currency  proceeds 
realized  from  these  sales  have  been  set  aside  in 
special  accounts  and  ai'e  being  programmed  for 
additional  development  projects  jointly  approved 
by  Bolivia  and  the  United  States. 

In  addition  to  its  food  and  development  assist- 
ance programs,  the  United  States  is  working 
with  the  Bolivian  Government  in  mutual  pro- 


Teaching  welding  methods  in  a  Bolivian  industrial,  school.  Under  the  joint  technical  cooperation  program  in 
Bolima,  United  States  technicians  are  helping  in  the  establishment  of  vocational  training  schools  to  proride 
tlie  skilled  workers  needed  in  Bolivia's  expanding  economy. 
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grams  of  technical  cooperation  which  empliasize 
agricultural  diversification,  improvement  of  mar- 
keting and  distribution  processes,  and  activities  in 
health,  education,  public  administration,  and 
transportation  development.  At  the  end  of  De- 
cember, $1.8  million  had  been  approved  under 
the  fiscal  year  1955  progi'am  for  technical  co- 
operation projects  of  this  type  in  Bolivia. 

Developments  in  Technical 
Cooperation 

The  technical  cooperation  program  in  Latin 
America  for  the  fiscal  year  1955  continues  to 
stress  activities  in  agriculture,  health,  and  educa- 
tion. Of  approximately  $25  million  available  for 
implementation  of  the  12-manth  program,  some 
$17  million,  or  about  two-thirds,  is  planned  for  use 
in  those  three  main  fields  of  activity. 

The  largest  single  share  of  program  funds  for 
this  fiscal  year  is  still  beii"ig  devoted  to  projects 
for  agricultural  improvement.  Because  of  grow- 
ing achievements  in  this  field,  however,  and  the 
need  for  expansion  in  other  fields  in  order  to 
achieve  greater  diversification  in  total  country 
programs,  only  about  33  percent  of  available  funds 
will  be  used  for  agricultural  programs,  as  com- 
pared to  46  percent  in  fiscal  year  1954.  Funds 
for  health  and  sanitation  are  programmed  at  about 
the  same  proportionate  level  as  in  the  previous 
fiscal  year.  Education  programs,  on  the  other 
hand,  will  receive  a  relatively  greater  share — 
nearly  15  percent  of  total  available  technical  co- 
operation fmids  as  compared  to  10  percent  pre- 
viously. Funds  for  the  newer  fields  of  activity, 
such  as  transportation  and  power,  labor,  indus- 
try and  mining,  public  administration,  commu- 
nity development,  and  housing  are  also  being 
increased  in  order  to  promote  more  balanced  eco- 
nomic development. 

Contributions  in  cash  and  services  made  by  the 
Latin  American  countries  have  continued  their 
upward  trend.  In  the  13  years  that  the  technical 
cooperation  program  has  been  in  operation,  Latin 
American  countries  have  provided  the  equivalent 
of  nearly  $270  million  as  their  share  of  program 
costs.  For  the  current  fiscal  year,  it  is  estimated 
that  participating  countries  in  Latin  America  will 
contribute  the  equivalent  of  $61  million — $39  mil- 
lion in  cash  and  $22  million  in  facilities  and  serv- 
ices— as  compared  to  the  $25  million  programmed 
by  the  United  States. 


Agriculture  Still  Receives  Strong  Program 
Emphasis— But  Other  Activities  Get  More  Attention 
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The  Mutual  Security  Act  of  1954  extended  the 
charter  of  the  Institute  of  Inter-American  Af- 
fairs to  June  30,  1960.  This  extension  made  it 
possible  to  give  more  attention  to  long-range  proj- 
ects, particularly  those  which  concern  area  de- 
velopment. In  Haiti,  for  example,  technical 
cooperation  projects  in  the  several  fields  of  activity 
are  being  coordinated  so  that  they  concentrate  on 
five  main  regions  of  the  island — the  Artibonite 
Valley,  Cayes  Plains,  St.  Raphael,  Fonds  Parisien, 
and  Mirabalais.  Three  cooperative  service  or- 
ganizations, including  the  Health  and  Agricul- 
tural Services  and  the  newly  formed  "Cooperative 
Service  for  Rural  Education,"  also  are  organized 
to  contribute  to  area  development.  In  Bolivia, 
an  FoA  survey  group  studied  the  possibilities  for 
developing  the  millions  of  acres  of  idle  lowlands 
in  the  sparsely  populated  Santa  Cruz  area.  The 
group  concluded  that  15  types  of  crops  and  live- 
stock could  be  produced  in  abundance  in  the  low- 
land area  if  it  were  properly  cleared  and  culti- 
vated. Some  colonization  by  foreign  immigrants, 
mainly  from  Okinawa,  is  already  under  way.  The 
group  recommended  that  native  Indians  of  the  i 
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Growing  Contributions  Of  Host  Countries  Attest  To  Benefits 
Brought  By  Technical  Cooperation  Programs 
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Altipliino  and  Cochabamba  ai'eas,  together  with 
additional  Okinawans  and  Europeans,  be  brouglit 
in  and  helped  to  develop  the  area's  food-producing 
potentialities. 

Recent  Projects  Accent 
University  Activities 

Technical  cooperation  program  operations  in 
the  July-December  period  of  195-i  were  character- 
ized by  the  increasing  participation  of  United 
States  universities  in  technical  cooperation  work 
in  the  Latin  American  countries.  Some  of  the 
more  noteworthy  trends  and  developments  which 
took  place  in  the  various  activity  fields  during  the 
fi  months  are  described  in  the  following  para- 
graphs. 

Agriculture. — Major  joint  agricultural  projects 
now  Ijeing  undertaken  in  most  countries  in 
Latin  America  deal  with  improvement  of  re- 
search facilities  and  rural  extension  systems.  In 
the  period  covered  by  this  report,  Foa  concluded 
several  new  contracts  with  United  States  universi- 
ties whereliy  their  facilities  and  personnel  will  be 
used  in  such  types  of  work.  The  University  of 
Pennsylvania,  for  example,  entered  into  a  pro- 


gram with  the  National  University  of  Mexico  to 
participate  with  Mexican  scientists  in  developing 
better  methods  to  fight  infectious  diseases  of  cat- 
tle. Also  in  Mexico,  the  Narro  Agricultural 
School  will  be  helped  by  Texas  Agricultural  and 
Mechanical  College  to  strengthen  its  agricultural 
research  and  extension  programs.  Texas  A.  &  M. 
will  assist  in  training  the  Mexican  school's  staff 
in  organizational  and  administrative  techniques, 
in  studies  of  extension  needs  and  methods,  and 
in  plans  for  farm  demonstration  projects. 

In  Peru,  the  Agricultural  Servicio  for  the  joint 
United  States-Peruvian  technical  cooperation  pro- 
gram has  contracted  with  the  State  College  of  Ag- 
riculture and  Engineering  of  the  University  of 
North  Carolina  to  assist  the  Government  of  Pern 
in  improving  agricultural  research.  As  part  of 
its  services  under  a  2i/^-year  contract,  North 
Carolina  will  send  a  technical  staff  to  work  in 
two  Peruvian  agricultural  experimental  centers 
on  cooperative  projects  in  research  and  develop- 
ment. 

In  Ecuador,  the  University  of  Idaho,  under  an 
Fo.\-sponsored  contract,  will  work  with  the  na- 
tional universities  of  Quito  and  Guayaquil  to  im- 
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prove  teaching  and  research  in  agriculture.  This 
contract  provides  for  projects  in  veterinary  medi- 
cine, irrigation,  poultry,  soils,  horticulture,  and 
vocational  agriculture. 

Health  and  Sanitation. — Latin  American  pro- 
grams of  technical  cooperation  in  public  health 
and  sanitation  continue  to  stress  the  training  of 
local  persomiel,  both  professional  and  subprofes- 
sional,  in  an  effort  to  remedy  the  shortages  of  doc- 
tors, nurses,  and  other  health  specialists.  Public 
health  jjrojects  in  a  number  of  countries  have 
progressed  to  the  point  where  responsibility  for 
operations  and  maintenance  in  several  phases  of 
the  health  progTam  is  in  the  hands  of  local  tech- 
nicians. In  Brazil,  since  the  health  and  sanitation 
program  began  in  1942,  over  200  activities  have 
been  transferred  to  the  Brazilian  Government  for 
further  implementation.  These  activities  covered 
control  and  treatment  of  communicable  diseases, 
the  operation  of  health  centers,  clinics  and  dispen- 
saries,   niKhvife    training,    and    instruction    for 


mothers  on  child  care  and  nutrition.  During  the 
current  fiscal  year,  the  Mexican  Health  Servid.o 
will  be  closed  out  in  its  present  form  and  recon- 
stituted as  a  regular  department  within  the  Minis- 
try of  Public  Health.  Foa  technical  services  will 
be  limited  to  providing  technical  advice  and  sup- 
port to  the  new  department  and,  through  it,  to  the 
Mexican  public  health  system  as  a  whole.  Activi- 
ties in  water  supply  and  sewage  already  have  been 
withdrawn  from  the  joint  Health  Servicio  and 
turned  over  to  the  appropriate  agencies  of  the 
Mexican  Government.  Public  health  project  ac- 
tivities also  are  being  turned  over  increasingly  to 
local  operation  in  Chile,  Peru,  Costa  Rica,  and 
Uruguay. 

In  the  second  half  of  19.54,  Foa  contracted  for  a 
program  to  be  conducted  by  the  American  Hos- 
pital Association  to  improve  hospital  services  in 
the  Latin  American  countries.  The  nonprofit 
association  will  plan  and  carry  out  inter-Ameri- 
can  education    meetings    and   provide  technical 


Students  at  the  Uyumbicho  Normai  School  in  Ecuador  working  on  a  jarm  demonstraiion  project.  The 
agricultural  education  program  being  carried  out  at  this  school  serves  as  a  pattern  for  developing  similar 
programs  in  other  rural  normal  schools  throughout  the  country. 
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iiKiterials  and  consultant  services.  The  program 
is  expected  to  promote  closer  relationships  among 
hiispital  personnel  in  the  Americas,  encourage  the 
exchange  of  fruitful  ideas,  and  result  in  better 
liospital  organization  and  administration. 

Also  during  the  half  year,  arrangements  were 
made  with  the  University  of  North  Carolina  to 
wnik  with  Peru's  National  School  of  Eno-ineerin<r 
(III  improving  curricula  and  teaching  metliods  in 
sanitary  engineering. 

Education. — A  primary  objective  of  the  tech- 
nical cooperation  program  in  education  is  to  im- 
pKive  existing  teacher-training  systems,  especially 
for  Latin  American  public  schools.  Further 
])r()gress  was  made  toward  this  objective  when,  at 
tiie  request  of  the  Government  of  Haiti,  a  team 
of  four  United  States  educators  was  sent  to  the 
island  to  furnish  information  and  guidance  for 
teacher  training  in  rural  elementary  education. 
These  educatoi-s  are  working  with  Haitian  teach- 
ers in  a  rural  normal  school  to  introduce  educa- 
fioiial  concepts  and  curricula  which  will  meet  in- 
ilivi(hial  and  community  needs. 

Another  objective  of  the  education  program  is 
lei niprove  vocational  instruction.  To  further  tliis 
Mill,  FoA  arranged  for  the  T'niversity  of  Micliigan 
I"  assist  tlie  Government  of  Mexico  in  the  opera- 
t  inn  of  the  El  Olivar  training  school  for  mechanics 
ni  Mexico  City.  United  States  teclmicians  will 
assist  Mexican  administrative  officers  at  the  El 
Olivar  school  in  organization,  administration, 
program  planning,  and  teaching  techniques.  Stu- 
dents at  the  school  will  be  trained  in  the  use  and 
care  of  equipment  for  highway  construction,  agri- 
culture, and  transportation.  In  addition  to  tech- 
nical training  at  El  Olivar,  plans  have  been  made 
to  bring  some  of  the  mechanics  to  the  United 
States  for  specialized  instruction.  Necessary 
workshop  equipment  and  teaching  aids  will  be  pro- 
vided through  the  United  States  Operations  Mis- 
sion in  Mexico.  Through  another  Foa  contract 
concluded  during  the  second  half  of  1954,  Teach-, 
ers  College  of  Columbia  University  was  engaged 
to  study  jiresent  req.uirements  of  Mexican  indus- 
try for  skilled  personnel  and  to  survey  tlie  efl'ec- 
tiveness  of  existing  technical  schools  in  meeting 
those  requirements. 

Public  Administration. — One  of  the  basic  pur- 
poses of  public  administration  programs  is  to 
strengthen  tliose  governmental  services  which  are 
directly  connected  with  economic  development  in 
a  particular  country.    One  illustration  of  public 


administration  woi'k  being  carried  out  along  this 
line  is  the  technical  advice  which  Foa  is  providing 
the  Govei-nment  of  Costa  Rica  in  its  study  of  the 
land-tax  structure  in  the  country.  Another  exam- 
ple is  the  technical  assistance  being  given  to  Haiti 
to  help  install  more  efficient  procedures  in  its  cus- 
toms administration. 

Program  activities  p  this  field  ar|  also  lielping 
Latin  American  governments  to  train  their  offi- 
cials and  emjjloyees  in  better  management  proce- 
dures. Regular  technical  cooperation  programs 
are  in  progress  in  personnel  management,  procure- 
ment and  supply,  filing  and  records  management, 
and  municipal  achninistration. 

In  the  last  6  months  of  1954,  a  number  of  addi- 
tional steps  were  taken  toward  filling  the  critical 
need  for  competent  administrators.  Some  110 
Latin  American  government  officials  and  em- 
ployees were  brought  to  the  United  States  for  in- 
tensive practical  training  in  government  finance, 
customs  administration,  taxation,  budgeting,  and 
accounting.  To  assist  local  training  programs,  ar- 
rangements were  made  with  American  publish- 
ers, the  University  of  Puerto  Rico,  and  Brazil's 
Getulio  Vargas  Foundation  to  translate  six  Amer- 
ican public  administration  textbooks  into  Span- 
ish and  Portuguese.  By  the  end  of  1954,  copies 
already  had  been  made  available  for  use  in  Latin 
American  government  ministries,  schools,  and  li- 
braries. Also  in  the  last  half  of  1954,  preliminary 
studies  were  made  to  lay  the  groundwork  for  es- 
tablishing local  institutes  of  public  administra- 
tion in  several  Latin  American  countries  with  the 
assistance  of  American  universities. 

Industry. — To  aid  the  eft'orts  of  those  Latin 
American  countries  which  are  woi'king  to 
strengthen  the  industrial  sector  of  their  economy, 
more  attention  is  being  given  to  industrial  tecli- 
nical  cooperation  programs.  Such  programs  have 
been  worked  out  in  Chile,  Ecuador,  El  Salvador, 
Mexico,  and  Uruguay.  Studies  on  the  possible 
initiation  of  joint  programs  in  industiy  also  are 
under  way  in  Cuba,  Haiti,  and  Peru. 

The  industrial  technical  cooperation  program 
in  Mexico  is  attracting  growing  support  among 
Mexican  private  enterprises.  The  Confederation 
of  Chambers  of  Industry  in  Mexico  has  made 
arrangements  to  establish  a  Productivity  (Vnter 
as  part  of  its  organization.  The  Confederation, 
together  with  Foa  and  the  Mexican  Government, 
will  contribute  to  a  joint  fund  to  be  used  to  admin- 
ister the  Center's  operations.     As  one  of  its  main 
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functions,  the  Center  will  send  gi'oups  of  business 
and  labor  leaders  to  this  countiy  to  observe  pro- 
duction methods  and  labor-management  policies 
in  United  States  plants.  It  will  also  provide  tech- 
nical services  to  Mexican  industi-y  to  help  improve 
management  practices. 

During-  the  last  half  of  195-1,  Foa  contracted 
with  North  Carolina  State  College  to  aid  the 
National  School  of  Engineering  in  Lima,  Peru. 
North  Carolina  will  assist  the  Lima  National 
School  to  improve  its  textile  engineerijig  courses 
and  demonstration  progi'ams.  Peruvian  faculty 
members  and  graduate  students  will  also  be 
brought  to  the  United  States  for  additional  train- 
ing and  special  instruction. 

Labor. — Technical  cooperation  activities  in  the 
field  of  labor  are  designed  to  help  Latin  American 
governments  and  labor  organizations  in  their  own 
efforts  to  improve  labor  practices  and  conditions, 
and  thus  weaken  Communist  influence  in  the 
labor  movement. 

Under  the  labor  technical  training  program, 
FoA  is  bringing  two  broad  groupings  of  Latin 
Americans  to  the  United  States.  One  group  is 
made  up  of  trade-union  leaders  who  are  given  an 
opportunity  to  observe  the  philosophy  and  opera- 
tion of  our  own  free  trade  union  movement.  The 
other  gi'oup  consists  of  government  labor  officials ; 
this  group  is  given  special  technical  courses  in 
the  field  of  labor  legislation  and  administration. 
During  the  second  half  of  1954,  75  labor  union 
leaders  from  10  Latin  American  countries  and  23 
government  labor  officials  from  3  countries  came 
to  the  United  States  under  this  program. 

In  another  phase  of  the  labor  program,  Foa 
technicians  are  working  with  various  Latin 
American  govermnents  to  help  in  the  formulation 
and  administration  of  labor  codes  and  labor  edu- 
cation, and  the  development  of  methods  to  achieve 
greater  productivity.  Foa  technicians  have 
helped  to  establish  local  programs  of  industrial 
safety  in  Uruguay  and  Chile.  In  Peru,  they  have 
assisted  local  efforts  to  make  more  efficient  use  of 
available  manpower  and  to  modernize  employ- 
ment services.  The  Government  of  Peru  has  re- 
cently proposed  that  formal  sermcio  arrange- 
ments be  made  whereby  this  jDrogram  can  be  more 
effectively  carried  out. 

In  El  Salvador,  the  services  of  a  United  States 
technician  in  improving  administration  of  laws 
regarding  wages  and  hours,  and  industrial  safety 
and  sanitation  have  been  so  effective  that  the  gov- 


ermnent  has  requested  additional  technicians  to 
cover  other  related  fields  such  as  labor  statistics, 
employment  services,  and  on-the-job  training. 
During  the  second  half  of  1954,  a  number  of  other 
countries — Costa  Rica,  Honduras,  and  Mexico — 
also  have  requested  the  services  of  additional  Foa 
experts  for  different  types  of  labor  projects. 

Regional  Assistance  Through  OAS 

The  United  States  continues  its  strong  support 
of  the  regional  technical  cooperation  program 
carried  out  in  Latin  America  by  the  Organization 
of  American  States.     During  the  second  half  of 

1954,  seven  regional  training  projects  were  in  op- 
eration, covering  agricultui-al  extension,  housing, 
foot-and-mouth  disease,  home  economics,  eco- 
nomic and  financial  statistics,  rural  and  primary 
education,  and  evaluation  of  natural  I'esources. 

Pledges  for  calendar  year  1954  made  by  19  gov- 
ernments including  the  I'nited  States,  totaled  $1.4 
million.  The  United  States  pledge  was  $1  mil- 
lion subject  to  the  limitation  that  this  contribu- 
tion would  not  exceed  70  percent  of  total  contri- 
butions of  all  governments.     For  calendar  year 

1955,  the  Latin  American  govermnents  already 
have  pledged  $486,250  in  support  of  the  program. 
The  United  States  has  offered  $1.5  million  for 
1955,  subject  to  the  70-percent  limitation. 

Technical  Support  to 
Territories 

British  Guiana 

British  Guiana  is  now  launched  on  a  2-year  pro- 
gram of  economic  and  social  development  calling 
for  local  expenditures  equivalent  to  about  $25  mil- 
lion. Eoughly  two-thirds  of  this  amount  will  be 
used  for  economic  development  programs  which 
are  aimed  to  increase  national  income  by  20  per- 
cent in  5  years.  New  lands  will  be  brought  into 
cultivation  through  drainage  and  irrigation.  A 
central  agricultural  station  is  to  be  established, 
and  research  and  demonstration  services  for  small 
farmers  are  to  be  considerably  enlarged.  Activity 
in  food  processing,  and  timber  cutting  and  milling 
will  be  increased.  Expanded  housing  programs 
will  be  carried  out  in  both  existing  urban  areas 
and  new  land  settlements. 

A  basic  staff'  of  the  University  of  Maryland  is 
suf)plying  technical  support  and  field  services  un- 
der a  contract  with  Foa  to  help  British  Guiana  in 
its  development  efforts.    Technicians  from  the  uni- 
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versity  are  assisting  in  stepping  up  production 
levels  in  housing  as  part  of  the  community  devel- 
opment program.  Agricultural  personnel,  in- 
cluding an  agronomist  and  soil  scientist,  are  work- 
ing to  improve  and  broaden  rural  extension  serv- 
ices. Other  siDecialists  from  the  .university  are 
scheduled  to  arrive  early  in  1955. 

Surinam 

Surinam  is  actively  proceeding  with  a  10-year 
development  plan  worked  out  in  cooperation  with 
the  International  Bank.  About  half  of  total  ex- 
penditures which  average  over  $5  million  annually 
are  scheduled  to  be  used  for  development  of  agri- 
cultural production.  About  10  percent  of  the  de- 
velopment budget  is  earmarked  for  building  access 
roads  to  forest  areas  to  expand  timber  cutting  and 
processing.  Other  road  improvements,  addi- 
tional housing,  and  school  construction  also  are 
included  in  the  program. 

FoA  technicians  in  Surinam  form  part  of  a 
combined  field  party  which  works  luider  a  general 
sei'vicio,  or  joint-fund  operation.  With  Fo.v  as- 
sistance, needed  equipment  is  being  installed  in  the 
vocational  school  at  Paramaribo,  and  a  school 
training  program  is  being  developed.  Foa  tech- 
nicians are  also  helping  villagers  in  Surinam,  par- 
ticularly outside  the  capital,  to  plan  and  build 
their  own  homes;  in  addition,  they  are  helping  the 
government  draw  plans  for  a  countrywide  hous- 
ing program.  Pilot  rural  health  centers  and  envi- 
ronmental health  programs  have  been  planned, 
and  Foa  health  and  sanitation  specialists  are 
scheduled  to  arrive  early  in  1955.  Other  Foa 
teclmicians  are  already  helping  to  develop  agri- 


cultural experimentation  and  extension  facilities 
for  the  benefit  of  small  farmers. 

Hemisphere  Defense 

The  purpose  of  the  military  assistance  program 
for  Latin  America  is  to  provide  equipment  re- 
quired bj  selected  units  of  certain  Latin  American 
Republics  to  enable  them  to  dischai-ge  specific  mili- 
tary roles  and  missions  assumed  by  such  countries 
in  the  mutual  defense  of  the  Western  Hemisphere. 
Countries  which  are  now  receiving  equipment 
under  this  program  are :  Brazil,  Chile,  Colombia^ 
Cuba,  the  Dominican  Republic,  Ecuador,  Hon- 
duras, Nicaragua,  Peru,  and  Uiiiguay. 

The  appropriations  pro\dded  in  previous  years 
will,  when  fullj'  expended,  substantially  complete 
the  equipping  phase  of  the  military  assistance 
program  as  presently  planned.  The  funds  appro- 
priated for  fiscal  year  1955  will  be  used  primarily 
for  maintaining  equipment  and  for  providing 
further  training  in  its  use. 

The  military  aid  we  'give  is  supplementary  to 
the  countrj-'s  own  defense  efi'ort.  Latin  Ameri- 
can military  budgets  provide  the  largest  portion 
of  the  cost  of  hemisphere  defense  in  their  own 
countries.  For  example,  the  cost  of  military 
goods  purchased  in  the  United  States  under  the 
reimbursable  military  assistance  program,  and 
the  expenses  of  pay,  rations,  and  uniforms  are 
financed  by  the  participating  countries  them- 
selves. By  the  end  of  1954,  595  formal  courses 
of  instruction  in  United  States  service  schools, 
both  in  this  country  and  overseas,  had  been  com- 
pleted by  military  students  from  Latin  America. 
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CHAPTER  VI 


Other  Parts  of  the  Program 


A  NUMBER  of  activities  of  the  mutual  secui-ity 
program  are  global  in  scope  and  do  not  lend 
tliemselves  to  regional  grouping.  A  report  on 
these  activities  is  contained  in  this  section. 

Use  Abroad  of  U.  S. 
Surplus  Farm  Products 

FoA  is  carrying  forward  a  number  of  important 
operations  which  bear  directly  on  the  constructive 
use  overseas  of  United  States  surplus  agricultural 
commodities.  These  operations  fall  into  three 
main  lines  of  activity:  (1)  Selling  $350  million 
worth  of  our  farm  surpluses  for  foreign  currencies 
in  connection  with  the  regular  mutual  security 
country  programs  for  fiscal  year  1955,  (2)  assist- 
ing other  U.  S.  governmental  agencies  in  a  3-year 
program  to  sell  up  to  $700  million  worth  of  sur- 
plus commodities  for  foreign  currency,  and  (3) 
providing  grant  assistance  to  friendly  peoples 
overseas  to  meet  famine  or  otlier  urgent  relief  re- 
quirements. In  addition  to  these  regular  agricul- 
tural programs,  Foa  planned  and  carried  out  a 
worldwide  food  gift-package  program  during  the 
1954  holiday  season. 

Sales  of  $350  Million  Worth  Under  the 
Mutual  Security  Act. — The  Mutual  Security  Act 
of  1954  specified,  under  section  402,  that  not  less 
than  $350  million  of  funds  appropriated  for  mili- 
tary assistance,  defense  support,  and  development 
assistance  be  used  to  finance  the  export  and  sale 
for  foreign  currencies  of  United  States  surplus 
agricultural  commodities.  Illustrative  of  the 
types  of  connnodities  that  may  be  included  in  the 
sales  program  are :  cotton,  corn,  wheat,  beef,  dairy 
pi-oducts.  fruits,  and  fats,  oils,  and  oilseeds. 

The  foreign  currencies  obtained  from  surplus 
sales  vinder  section  402  will  be  deposited  to  the  ac- 
count of  the  United  States  Government  and  iised 
to  carry  out  the  various  purposes  of  the  mutual 
security  program.  In  general,  Foa  concludes  sur- 
plus sales  arrangements  in  conjunction  with  its 
program  planning,  and  agrees  witli  the  purchas- 


ing country  that  the  foreign  currencies  deposited 
will  be  used,  either  as  grants  or  loans,  in  the  pur- 
chasing country  or  in  third  countries,  for  activi- 
ties in  connection  with  mutual  defense  or  economic 
development  and  rehabilitation. 

Through  December  31,  1954,  Foa  authorized 
sales  of  $103  million  worth  of  surplus  commodi- 
ties to  11  countries  under  section  402.  Included  in 
these  sales  were  about  $55  million  worth  of  grains, 
$36  million  worth  of  cotton,  $6  million  worth  of 
cottonseed  oil,  $1  million  worth  of  frozen  beef,  and 
$255,000  worth  of  canned  milk.  Private  trade 
channels  are  being  used  as  much  as  iwssible.  Foa 
is  actively  carrying  on  negotiations  for  additional 
sales,  and  it  is  expected  that  the  specified  total  of 
$350  million  worth  of  surplus  agricultural  com- 
modity sales  under  section  402  will  be  reached 
before  the  end  of  the  current  fiscal  year. 

Deliveries  of  all  commodities  purchased  are  sub- 
ject to  the  usual  requirement  that  at  least  half  of 
the  tonnage  be  carried  in  American  ships.  Au- 
thorizations, issued  on  the  basis  of  requests  sub- 
mitted by  the  foreign  government,  provide  the 
terms  and  conditions  of  sale.  The  commodities 
involved  may  not  be  reexported  without  agree- 
ment beforehand  by  the  United  States  Govern- 
ment. 

FOA  and  Agricultural  Trade  Development 
and  Assistance. — By  Executive  order.  Foa  was 
assigiied  certain  areas  of  responsibility  in  the  ad- 
ministration of  the  Agricidtural  Trade  Develop- 
ment and  Assistance  Act  of  1954  (Public  Law  480, 
83d  Cong.).  The  Act  seeks  to  expand  United 
States  trade  with  friendly  nations,  and  at  the 
same  time  make  the  greatest  possible  use  of  surplus 
commodities  in  furthering  our  national  policy 
objectives. 

Title  I  of  the  Act  provides  for  the  sale  for  local 
currencies  of  surplus  agricultural  commodities 
over  a  3-year  period  and  limits  such  sales  to  an 
amount  which  wotild  require  an  appropriation 
not  to  exceed  $700  million  to  reimburse  the  Com 
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FOA  Has  Financed  Sales  Of  Nearly  $350  Million 
Worth  Of  Surplus  Commodities  .  .  . 


$245 


Sales  Completed 

July  1,  1953 -December  31, 1954 


$103 


Totol    $  348  Million 
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These  Purposes 
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2  Mjluot  Security  Act  of  1953 
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niodity  Credit  Corporation  for  its  losses.  It  also 
provides  that  reasonable  precantions  must  be 
taken  to  safeguard  usual  marketings  of  the  United 
States  to  assure  that  sales  will  not  unduly  disrupt 
world  prices.  Primary  responsibility  for  sales 
under  title  I  was  assigned  to  the  Secretary  of 
Agriculture,  hut  it  also  was  provided  that  the 
facilities,  services,  and  experience  of  the  Foa  or- 
ganization should  be  used  to  the  maximum  ex- 
tent practicable  in  carrying  out  this  function. 
Through  December  31,  1954,  detailed  programs 
for  sales  of  about  $220  million  worth  of  surplus 
commodities  to  four  countries  were  announced; 
ithe  value  of  the  sales  is  calculated  on  the  basis 
jof  Commodity  Credit  Corporation  (Ccc)  inve.st- 
jment  and  liandling  costs.  Additional  ]irograms 
were  in  process  of  negotiation  witli  l^^  otlier  coun- 


tries. Negotiations  are  conducted  under  the  for- 
eign policy  direction  of  the  Chief  of  the  Diplo- 
matic Mission  in  the  country  involved.  It  is 
anticipated  that  total  sales  during  the  present  fis- 
cal year  under  title  I  will  be  about  $453  million, 
on  the  basis  of  Ccc  costs.  Since  sales  will  be  made 
at  United  States  export  prices,  however,  foreign 
currency  proceeds  may  be  about  20  percent  less 
than  the  Ccc  costs. 

Title  II  of  the  Act  provides  that  up  to  $300  mil- 
lion worth  of  surplus  commodities  held  by  the 
Ccc  may  be  used  over  a  3-year  period  to  provide 
assistance  to  friendly  peoples  in  meeting  famine 
or  other  urgent  relief  requirements.  Reasonable 
precautions  must  be  taken  to  assure  that  transfers 
of  tliese  commodities  will  not  displace  or  interfere 
witli  sales  that  might  otiierwise  be  made.  Primary 
responsibility  for  this  portion  of  the  Act  was  as- 
signed to  Foa. 

Fonnulation  of  policy  in  connection  with  the 
title  II  provision,  insofar  as  it  relates  to  our  for- 
eign policy  objectives,  is  subject  to  guidance  from 
the  Secretary  of  State.  General  agreement  has 
been  reached  that  grants  of  commodities  should 
be  made  primarily  to  assist  people  who,  because 
of  natural  calamity,  are  unable  to  provide  for 
themselves  and  to  whom,  for  this  reason  distribu- 
tion will  be  made  free  of  cost.  As  an  exception 
to  this  general  rule,  however,  there  have  been  a 
few  instances  in  which  it  has  been  determined 
that  it  is  in  our  national  interest  to  transfer  com- 
modities which  may  be  sold  to  consumers  in  the 
cooperating  country.  In  authorizing  transfers  on 
this  basis,  the  foreign  government  is  usually  re- 
quired to  make  a  portion  of  the  local  currency 
proceeds  of  these  sales  available  for  the  use  of  the 
United  States  Govermnent.  The  remainder  of 
the  sales  proceeds  may  be  used  by  the  foreign 
country,  upon  agreement  by  the  United  States, 
for  purposes  designed  to  strengthen  and  rehabili- 
tate its  economy. 

Througli  December  31,  1954,  Foa  authorized 
tlie  transfer  of  $68  million  worth  of  food  and 
feedstuifs  for  disaster  and  other  ivlief  ])ur}ioses. 
Costs  of  ocean  transportation  and  sup]ilementary 
food  and  medical  supplies  needed  for  these  pro- 
grams, totaling  about  $19  million,  were  financed 
witli  funds  apjjropriated  tnider  the  mutual  security 
legislation. 

Tlie  ])i'ograms  of  emergency  action  wliich  Foa 
carried  out  during  tlie  second  half  of  1954  under 
title  1 1  of  the  Act  jrave  assistance  to  disaster  suf- 
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Over  $68  Million  Worth  Of  Surplus  Commodities 
Was  Used  For  Relief  Purposes  Abroad 

FOA  Transfers  From  CCC  Stocks' 
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ferers  in  all  parts  of  the  world — in  Europe,  Latin 
America,  South  Asia,  and  Africa. 

In  the  Danube  Basin  of  Europe,  raging  floods 
destroyed  or  damaged  large  quantities  of  corn  and 
wheat  ripening  in  the  field  and  brought  about 
critical  shortages  of  grain  for  feeding  livestock 
through  the  winter  months.  In  addition,  already 
meager  supplies  of  food  crops  were  further  re- 
duced, creating  severe  conditions  of  human  hard- 
ship. Negotiations  for  shipments  of  surplus  com- 
modities were  carried  out  to  relieve  sufferers  in 
Austria,  West  Germany,  Yugoslavia,  East  Ger- 
many, Hungary,  and  Czechoslovakia.  The  value 
of  the  surplus  commodities  included  in  the  relief 
programs  for  these  stricken  peoples  was  as  fol- 
lows : 

Austria $1,  900,  000 

West  Germany 1,  0.38,  000 

Yugoslavia 2, 195,  000 

East  Germany 726,000 

Hungary 2,  694,  000 

Czechoslovakia 1,  700,  000 

Total 10,  253,  000 

These  programmed  shipments  consisted  mainly 
of  flour  and  grains,  such  as  corn,  wheat,  barley, 
rye,  and  rice.     Moderate  quantities  of  butter,  cot- 


tonseed oil  and  dry  beans  also  were  included. 
Only  in  the  case  of  Hungary  was  it  necessary  to 
add  some  medicinal  and  Ddt  items,  purchased 
under  section  401  of  the  Mutual  Security  Act,  to 
cope  with  health  aspects  of  the  relief  program. 

In  general,  the  relief  shipments  are  being  dis- 
tributed as  gifts  under  the  supervision  of  mem- 
bers of  the  staff  of  the  League  of  Red  Cross 
Societies.  Foa  will  make  payments  to  the  League 
mainly  in  compensation  for  its  out-of-pocket  ex- 
penses. Commodity  packages  are  clearly  labeled 
to  show  their  origin  and  generally  carry  legends 
which  identify  them  as  gifts  from  the  American 
people.  Items  for  distribution  behind  the  Iron 
Curtain  are  so  packaged  that  there  is  no  necessity 
for  any  further  subdivision  or  repackaging. 

In  Latin  America,  Foa  acted  to  help  the  people 
of  Haiti  recover  from  the  destructive  effects  of 
Hurricane  Hazel,  which  had  vented  its  initial 
force  on  their  small  island.  One  of  their  primary 
needs  was  for  food  that  would  cover  short-term 
nutritional  requirements  and  yet  could  be  dis- 
tributed rapidly  and  used  with  a  minimum  of 
preparation.  Eice,  beans,  flour,  cornmeal,  and 
other  food  items  were  shipped  to  meet  the  emer- 
gency. Critically  needed  medical  supplies  were 
also  furnished.  In  another  part  of  Latin  Amer- 
ica, FoA  helped  to  fulfill  urgent  consumption  re- 
quirements and  prevent  a  serious  break  in  the 
wheat  supply  of  Bolivia.  Arrangements  were 
made  to  sujjply  the  country  with  about  10,000  tons 
of  wheat,  and  the  first  shipments  were  on  the 
way  by  the  end  of  the  year. 

In  South  Asia,  Pakistan  and  Nepal  were  struck 
by  a  series  of  summer  and  fall  floods  which  put 
vast  areas  of  farmland  under  water.  The  United 
States  responded  rapidly  in  helping  to  meet  the 
emergency  needs  created  by  these  devastating 
floods.  The  President  approved  a  transfer  of  up 
to  $5  million  worth  of  surplus  agricultural  com- 
modities to  be  used  for  necessary  relief  purposes 
in  Pakistan.  By  December  31,  1954,  about  $2.8 
million  worth  of  fats  and  dried  milk,  at  Ccc  cost, 
was  shipped.  In  addition,  the  expenditure  of 
$5.5  million  of  mutual  security  funds  was  author- 
ized to  cover  the  cost  of  freight  and  emergency 
medical  supplies.  For  Nepal,  the  transfer  of 
$335,000  worth  of  surplus  commodities  was  ap- 
proved, and  about  $200,000  worth  of  gi-ains  and 
some  dried  milk  was  supplied.  Shipments  of 
about  $43,000  worth  of  sugar,  linseed  oil,  seeds, 
and  other  supplies  which  were  also  required  for 
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Nepal  were  financed  from  mutual  security  funds 
since  these  products  were  not  available  in  Ccc 
stocks.  In  addition,  Foa  authorized  payments 
from  its  available  funds  for  other  costs  which 
amounted  to  about  $55,000. 

In  response  to  a  request  from  the  Goveriinient 
of  Libya  for  grain  shipments  to  alleviate  serious 
food  shortages  caused  by  a  series  of  crop  failures, 
Foa  made  an  initial  shipment  of  3,000  tons  of 
wheat  in  November  under  its  title  II  authority. 
It  also  was  determined  that  another  24,000  tons  of 
wheat  M'ould  be  needed  until  the  country's  1955 
crop  could  be  harvested.  Accordingly,  provisions 
were  made  to  supply  the  required  amount  at  a  rate 
of  3,000  tons  monthly.  The  wheat  authorized  is 
on  a  grant  basis  and  will  be  used  either  for  free 
distribution  to  persons  on  relief  or  as  part  pay- 
ment for  work  projects. 

Good-Will  Food  Parcels. — A  good- will,  food- 
package  program  also  was  carried  out  under  title 
II  of  the  Act.  Prompted  by  the  good  results  of 
its  food  gift-package  program  conducted  during 
Christmastime  1953,  Foa  made  arrangements  for 
a  similar  program  during  the  1954  holiday  season. 
Food  packages  marked  with  the  clasped-hand  sym- 
bol of  mutual  security  were  distributed  to  families 
in  45  countries  as  a  token  of  friendship  from  the 
people  of  the  United  States. 

The  parcels  contained,  in  various  combinations, 
butter,  cooking  oil,  vegetable  oil,  shortening,  diy 
beans,  wheat  flour,  cheese,  nonfat  dried  milk,  rice, 
and  canned  beef  and  gravy.  All  of  these  food 
items  were  in  surplus  supply  in  the  United  States 
and,  except  for  the  canned  beef  and  gravy,  were 
obtained  from  the  stocks  of  the  Commodity  Credit 
Corporation  inider  the  provisions  of  title  II  of  the 
Agricultural  Trade  Development  and  Assistance 
Act.  Funds  to  purchase  the  canned  beef  and  to 
linance  the  ocean  freight  and  packaging  costs, 
totaling  $8  million,  were  drawn  from  mutual 
security  approjiriations  under  special  authority 
contained  in  sections  401  and  409  of  the  Mutual 
Security  Act  of  1954. 

The  food  packages  were  delivered  to  some  20 
American  nonprofit  voluntary  relief  organizations 
for  wide-scale  distribution  through  their  usual 
channels.  The  same  food  items,  in  bulk  packages, 
were  also  made  available  to  units  of  the  United 
■States  Armed  Forces  in  Europe  for  distribution 
i  in  connection  with  their  local  holiday  activities  in 
the  areas  near  American  military  installations. 


Freight  Paid  on  Voluntary- 
Relief  Shipments 

For  the  fiscal  year  1955,  Congress  appropriated 
$4.4  million  under  the  Mutual  Security  Act  for 
financing  the  ocean  freight  costs  of  voluntary  re- 
lief shipments.  From  July  1  through  December 
31,  1954,  $3.7  million  was  obligated  to  subsidize 
transportation  of  relief  shipments  of  American 
voluntary  nonprofit  relief  agencies  registered  with 
the  Advisory  Committee  on  Voluntary  Foreign 
Aid;  $2.9  million  of  this  amoimt  had  been  ex- 
pended by  the  end  of  the  year.  This  brought  to  a 
total  of  $33.6  million  the  payments  since  July  1948 
to  defray  the  cost  of  ocean  transportation  of  vol- 
untary relief  shipments.  In  the  last  6  months  of 
1954,  the  ocean  freight  subsidy  was  applied  to  ship- 
ments to  six  additional  countries:  Jordan,  Viet 
Nam,  Hong  Kong,  Egypt,  Peru,  and  Bolivia.  The 
other  countries  are  Austria,  France  (including 
Morocco  and  Tunisia),  Germany,  Greece,  Italy, 
Trieste,  Yugoslavia,  India,  Pakistan,  Korea,  For- 
mosa, and  Iran. 

Since  May  1953,  the  Department  of  Agriculture 
has  made  available,  under  section  416  of  the  Agri- 
cultural Act  of  1949  and  under  its  amendment  in 
title  III  of  Public  Law  480,  substantial  quantities 
of  dried  milk,  butter,  cheese,  shortening,  and  cot- 
tonseed oil  for  distribution  to  needy  persons 
abroad.  By  the  end  of  December  1954,  the  ocean 
freight  costs  of  over  198,800  tons  of  these  com- 
modities were  financed  or  earmarked  for  financing 
under  the  subsidization  program. 

New  Requirements 
for  Ocean  Shipping 

Since  1948,  Congress  has  required  that  at  least 
50  percent  of  FoA-financed  shipments  from  the 
United  States  be  carried  in  U.  S.-flag  vessels.  This 
requirement  was  significantly  broadened  in  Au- 
gust 1954  when  Congress,  through  Public  Law  664, 
applied  the  50-percent  U.  S.-flag  provision  on  a 
permanent  basis  to  all  Govermnent-financed  goods 
procured  in  this  country,  and  also  to  connnodities 
procured  from  foreign  sources  and  leaving  foreign 
ports.  Thus,  the  ocean  transportation  of  mate- 
rials obtained  from  one  foreign  country  for  use 
of  a  third  country  under  the  mutual  security  pro- 
gram, such  as  steel  moving  from  Europe  to  India 
or  fertilizer  from  Japan  to  Korea,  falls  under  the 
broadened  legal  requirement. 
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Preliminary  figures  for  the  first  half  of  fiscal 
year  1955  show  that  the  percentage  of  U.  S.-fiag 
participation  in  nonmilitary  aid  shipments  from 
this  country  to  Europe  were :  di-y-bulk  carrier,  63 
percent ;  liner,  57  percent ;  tanker,  85  percent.  For 
the  Far  East,  the  percentage  was  di'y-bulk,  65  per- 
cent; liner,  52  percent;  for  the  Near  East  and 
Africa,  it  was  dry-bulk,  67  percent;  liner,  62  per- 
cent. Shipments  to  Latin  America  were  in  the 
liner  category,  with  a  U.  S.-fiag  participation  of  99 
percent.  No  tanker  shipments  were  reported  for 
otlier  than  the  European  area.  Statistics  on  Foa 
cargo  shipments  originating  in  foreign  countries 
were  not  yet  available  when  this  report  was 
prepared. 

Procurement  of  strategic  materials  with  coun- 
terpart funds  also  is  subject  to  the  U.  S.-fiag  rule. 
From  July  1  to  December  31,  1954,  68  percent  of 
such  shipments  were  made  in  U.  S.-flag  vessels. 
Also,  U.  S.-flag  vessels  carried  66  percent  of  all 
military  items  shij^ped  under  grant  aid  through 
December  1954. 

During  the  period  covered  by  this  report,  Fo.v 
expedited  the  transportation  of  food  and  other 
supplies  to  stricken  areas  under  the  various  emer- 
gency relief  programs.  For  the  first  time  in  re- 
cent years,  an  American  vessel  called  at  an  Iron- 
Curtain  port  to  deliver  relief  supplies  consigned 
to  the  League  of  Red  Cross  Societies  to  be  used 
for  victims  of  the  Danube  flood.  When  Haiti  was 
•  struck  by  Hurricane  Hazel,  Foa  made  immediate 
arrangements  for  a  commercial  airlift,  and  within 
3  days,  nearly  a  dozen  transport  planes  had  car- 
ried needed  food  and  medical  supplies  to  disaster 
victims.  In  all,  30  planeloads  were  rushed  to  Haiti 
in  addition  to  the  supplemental  supplies  sent  later 
by  ship. 

24,000  Escapees  From  Communism 
Helped  To  Resettle 

Under  the  United  States  escapee  program,  tliou- 
sands  of  people  who  have  fled  Communist  oppres- 
sion are  given  opportunity  for  a  new  life  in  the 
free  areas  of  the  world.  These  stateless  persons 
are  helped  either  to  resettle  permanently  in  other 
fi*ee-world  countries,  or  to  find  a  productive  place 
in  the  countries  whicli  first  gave  them  asjdmn.  By 
December  31,  1954,  some  24,000  escapees  from  the 
Communist-controlled  countries  of  Europe  and  the 
Far  East  had  been  resettled  through  the  escapee 
program. 


In  Europe,  there  were  nearly  30,000  persons  reg- 
istered for  assistance  at  the  end  of  1954.  Over 
17,000  had  already  been  resettled  since  the  pro- 
gram began  in  1952,  about  3,800  during  the  6 
months  covered  by  this  report.  Most  of  these  es- 
cai>ees  have  been  received  in  the  United  States, 
Australia,  Canada,  and  Brazil.  In  re«ent  months, 
more  attention  has  been  given  to  the  possibilities 
for  local  resettlement,  and  through  the  coopera- 
tion of  the  governments  concerned  increasing 
numbers  of  escapees  have  been  integi-ated  into  the 
economies  of  the  countries  of  first  asylum.  Strin- 
gent security  measures  are  taken  to  insure  that  only 
bona  fide  escapees  from  communism  are  registered 
for  program  assistance. 

In  the  last  6  months  of  1954,  a  number  of  im- 
provements were  made  in  reception  and  interim 
maintenance  facilities  afforded  the  incoming  es- 
capees, who  in  many  cases  risked  their  lives  in  an 
effort  to  find  freedom.  A  new  escapee  center  was 
opened  at  Glasenbach,  Austria.  This  center  now 
offers  better  living  conditions  for  escapees,  as  well 
as  convenient  recruitment  facilities  foi'  the  selec- 
tion missions  of  immigration  countries. 

Much  of  the  work  of  the  escapee  program  is  car- 
ried out  tlirough  contractual  arrangements  with 
more  than  20  cooperating  voluntary  organizations 
which  represent  the  major  religious  and  national- 
ity groups.  At  the  end  of  1954,  it  was  estiniiited 
that  most  of  the  persons  who  had  fled  from  be- 
hind the  Iron  Curtain  since  1948  and  who  needed 
help  had  already  registered  with  these  agencies 
for  aid  under  the  escapee  program.  Therefore 
only  current  arrivals  will  be  added  to  the  list  of 
program  eligibles  beginning  January  1,  1955. 

In  addition  to  activities  in  Europe,  projects  are 
also  carried  out  in  behalf  of  selected  anti-Commu- 
nist political  refugees  in  the  Far  East.  This 
aspect  of  the  jirogram  has  been  increasingly  em- 
phasized, and  during  the  last  6  months  of  1954, 
over  2,000  i-efugees  from  Communist  Cliina  were 
resettled  out  of  Hong  Kong,  primarily  in  For- 
mosa. Over  6,000  Far  East  refugees  had  been 
resettled  by  the  end  of  1954. 

Guaranty  Program  Insures  American 
Private  Investments  Overseas 

As  one  of  the  tools  for  encouraging  a  flow  of 
American  private  investment  abroad  into  projects 
which  will  further  the  purposes  of  the  mutual 
security  program,  the  LTnited  States  Government 
has  offered,  for  a  fee,  insurance  protection  to  pri- 
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vate  investors  against  the  risks  of  inconvertibility 
of  foreign  currency  receipts  and  loss  through  ex- 
propriation or  confiscation.  This  insurance  is 
available  to  pi'otect  investments  in  any  country 
witli  which  the  United  States  has  agreed  to  insti- 
tute the  guaranty  program. 

Intergovernmental  agreements  provide  for  the 
treatment  to  be  accorded  foreign  currency,  prop- 
erty, and  claims  when  insurance  contracts  are 
invoked.  Working  primarily  thi-ough  Americai\ 
diplomatic  establishments  and  foreign  operations 
missions  abroad,  Foa  has  intensified  its  efforts  to 
make  known  to  other  countries  the  availability  of 
the  guaranty  program  and  the  willingness  of  the 
United  States  Government  to  negotiate  the  nec- 
essary agreements  for  its  use.  During  the  6-month 
period  under  review,  an  agi-eement  with  respect 
to  both  convertibility  and  expropriation  insurance 
was  concluded  with  Thailand  so  that  by  Decem- 
ber 31,  1954,  the  required  assurances  had  been 
obtained  from  20  countries  with  respect  to  con- 
vertibility insurance;  agreements  with  18  of  these 
countries  also  have  been  made  with  respect  to 
expropriation  guaranties. 

In  October  1!)54,  after  many  months  of  study 
based  on  its  experiences  in  carrying  foi'ward  the 
guaranty  program  over  past  ^ears,  Foa  made  a 
number  of  policy  and  operational  changes  de- 
signed both  to  simplify  administrative  procedures 
and  to  provide  better  insurance  at  a  lower  cost  to 
many  investors.  The  operational  changes  should 
shorten  the  time  required  to  process  insurance 
applications  to  final  disposition.  Important 
policy  revisions  will  result  in  a  lower  fee  for  ex- 
propriation insurance,  the  possibility  of  a  lower 
fee  for  convertibility  insurance  in  certain  cases, 
and  an  increase  in  convertibility  insurance  cover- 
age for  equity  investments  so  that  up  to  200  per- 
cent of  the  amount  invested  is  insured  as  against 
a  former  limit  of  175  percent.  Additionally,  in- 
surance may  now  be  obtained  if  more  than  50 
percent  of  all  classes  of  stock  of  the  investor  is 
owned  by  United  States  citizens;  previously  the 
proportion  had  been  85  percent.  These  improve- 
ments in  the  program  already  have  resulted  in  the 
receipt  by  Fo.v  of  a  substantial  number  of  new 
applications  for  insurance  protection  of  American 
private  investment  overseas. 

Through  December  31,  1954,  insurance  totaling 
$48.5  million  had  been  issued  to  cover  69  invest- 
ments. Of  the  total,  $45.9  million  was  for  in- 
sm'ance  against  inconvei'tibilitv  of  foreign  cur- 


rency receipts,  and  $2.6  million  against  loss 
through  expropriation  or  confiscation.  Total  fees 
collected  amounted  to  over  $1  million;  no  pay- 
ments under  guaranty  contracts  have  been 
required. 

Procurement  Opportunities 
for  American  Small  Business 

Foa"s  Office  of  Small  Business,  througli  its  var- 
ious publications,  continued  to  inform  American 
small-business  firms  and  enterprises  of  the  oppor- 
tunities to  participate  in  procurement  made  under 
the  mutual  security  program.  In  addition  to 
furnishing  advance  notices  on  purchases  being 
considered  for  Foa  financing,  the  Office  of  Small 
Business  has  inaugurated  a  new  service  in  the 
form  of  award  notices.  This  service,  which  lists 
the  successful  biddei-s  on  procurement  contracts, 
is  intended  primarily  to  assist  American  shippers 
and  freight  forwarders  by  bringing  to  their  atten- 
tion possible  markets  for  their  services.  The 
award  notice  service  will  also  help  to  provide  use- 
ful guides  for  future  bids  on  similar  contracts. 

United  States  suppliers  have  increased  their  re- 
quests for  information  on  opportunities  for  bid- 
ding not  only  on  aid  purchases  made  in  this 
country,  but  also  on  procurement  made  ovei-seas. 
In  response  to  this  demand,  a  clause  has  been  in- 
serted in  Foa  procurement  authorizations  issued 
both  here  and  abroad  which  stipulates  that  data 
on  contemplated  purchases  must  be  furnished  to 
Foa's  Office  of  Small  Business  at  least  30  days  in 
advance  of  the  time  the  order  is  placed  so  that 
American  suppliers  can  be  given  adequate  oppor- 
tunity to  compete  for  contract  awards. 

Arrangements  for  the  installation  of  libraries 
of  American  manufacturers'  catalogs  in  Foa  mis- 
sions abroad  wei-e  completed  during  the  6-month 
period.  The  availability  of  these  catalogs  will 
assist  in  drawing  up  contract  requirements  for 
FoA-financed  procurement  and  enlarge  the  possi- 
bilities for  using  United  States  products.  The 
American  business  community  has  been  extremely 
cooperative  in  providing  essential  technical  liter- 
ature and  data,  and  Foa  missions  have  reported 
that  the  libraries  have  helped  materially  in 
preparing  procurement  specifications. 

The  Contract  Clearing  House  Service,  designed 
to  establish  direct  communication  between  foreign 
and  American  concerns  seeking  investment  part- 
ners, is  now  operating  in  13  countries  of  West- 
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eni  Europe  and  in  the  Philippines,  Formosa, 
Israel,  Japan,  Lebanon,  Costa  Rica,  Dominican 
Republic,  Uruguay,  Paraguay,  Peru,  Plaiti,  and 
certain  British  and  French  overseas  territories. 
During  the  period  covered  by  this  report,  181 
specific  American  and  foreign  investment  oppor- 
tunities were  published.  Literature  explaining  the 
Contact  Clearing  Plouse  Service  has  been  trans- 
lated into  Spanish,  Portuguese,  Japanese,  and 
Chinese  for  more  effective  distribution  overseas. 

Reimbursable  Military  Aid  to 
50  Friendly  Countries 

Under  the  mutual  security  program,  certain 
types  of  military  equipment,  materials,  and  serv- 
ices are  sold  to  friendly  foreign  governments  who 
pay  with  their  own  dollar  resources.  This  pro- 
gi'am,  known  as  reimbursable  military  assistance, 
has  been  carried  out  at  virtually  no  cost  to  the 
United  States,  since  in  general  deliveries  are  made 
either  ujDon  payment  prior  to  delivery  or  on  short- 
term  credit.  Deliveries  of  equipment  and  ma- 
terials in  the  past  41/0  years  have  reached  a  total 
dollar  value  of  $437  million. 

As  of  December  31,  1954,  50  friendly  countries 
had  made  military  purchases  from  the  United 
States.  These  purchases  included  6  light  cruisers, 
5  destroyer  escorts,  5  Coast  Guard  utility  vessels, 
4  patrol  frigates,  643  aircraft,  of  all  types,  487 
tanks,  187  gun  motor  carriages,  413  armored  cars, 
54,200  rifles  (including  automatic  and  recbilless), 
and  27,838  carbines. 

Total  purchases  of  military  equipment,  ma- 
terials, and  services  from  the  inception  of  the  pro- 
gram in  October  1949  through  December  31,  1954, 
were  valued  at  $806  million  (Army  $235  million, 
Navy  $211  million,  Air  Force  $360  million) .  By 
December  31,  1954,  the  purchasing  governments 
had  paid  $669.5  million  toward  the  amount  pur- 
chased; the  remainder  of  $136.5  million  will  be 
paid  for  before  the  materials  or  services  are 
furnished. 

The  mutual  security  legislation  enacted  by  the 
Congress  for  this  fiscal  year  makes  it  possible  to 
provide  equipment  on  more  favorable  terms  of 
payment  than  heretofore.  This  will  ease  some  of 
the  difficulties  previously  encountered  by  certain 
eligible  countries,  flowing  from  the  requirement  of 
cash  payment  when  orders  are  placed.  It  is  an- 
ticipated that  additional  quantities  of  equipment 
will  be  purchased  under  the  new  provisions. 


Participation  in  International 
Organizations 

UN  Expanded  Program  of  Technical  Assist- 
ance.— Unta  projects  in  the  second  half  of  1954 
were  being  carried  out  in  72  countries  with  some 
1.000  experts  drawn  from  all  parts  of  the  Avorld. 
Unta  programs  are  essentially  of  a  long-range  na- 
ture, but  measurable  results  are  in  evidence  in  a 
number  of  instances.  Technicians  from  tlie 
World  Health  Organization  have  tested  nearly  .">ii 
million  persons  for  tuberculosis  and  have  given 
preventative  vaccinations  to  almost  14  million. 
Who  has  helped  to  establish  a  tuberculosis  center 
and  diagnostic  laboratory  at  Teheran  in  Iran. 
Modern  methods  of  diagnosis  and  control  are  being 
demonstrated,  and  training  facilities  are  being 
provided  for  Iranian  health  personnel. 

Unta.  through  LTnesco,  has  given  strong  em- 
phasis to  teacher  training  programs  in  underde- 
veloped countries  to  provide  a  basis  upon  which 
they  can  work  to  improve  their  school  systems.  In 
Afghanistan,  Unesco  educational  specialists  have 
helped  to  improve  classroom  teaching  methods,  ■ 
prepare  a  methods  textbook,  organize  in-service 
training  courses,  and  establish  model  schools  for 
training  prospective  teachers. 

Under  Unta  programs,  also,  mechanization  of 
fish  boats  in  Ceylon  has  helped  to  multiply  the 
fish  catch  and  increase  the  protein  supply  of  the 
Ceylonese.  In  Libya,  LTnta  has  helped  to  estab- 
lish a  Technical  and  Clerical  Training  Center  at 
Tripoli  to  develop  native  technical  skills  and  train 
junior  grade  officials  for  the  civil  service.  These 
are  but  a  few  of  the  hundreds  of  examples  of  pro- 
ductive work  being  carried  on  by  UN  technical 
specialists  in  the  underdeveloped  countries. 

For  calendar  year  1954,  73  governments  pledged 
the  equivalent  of  $25.3  million  to  support  Unta  ; 
projects.  Included  in  this  amount  was  a  contri- 
bution of  $1  million  in  rubles  pledged  by  the  So- 
viet Union.  The  United  States  contribution  was 
$13.9  million  or  about  55  percent  of  total  pledges 
to  the  Unta  central  account  made  by  the  end  of 
calendar  year  1954.  Of  this  amount,  $3.9  million 
was  paid  from  fiscal  year  1954  mutual  security 
appropriations,  and  the  remainder  from  fiscal  year 
1955  appropriations. 

The  Unta  Pledging  Conference  for  calendav 
year  1055  was  held  in  November  1954,  and  56  gov- 
ernments pledged  the  equivalent  of  about  $13  mil- 
lion to  support  the  year's  program.     Twenty  of 
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these  pledges  represented  increases  over  1954 
pledges.  The  United  States  made  no  pledge  in 
riew  of  the  fact  that  funds  had  not  been  appro- 
priated for  Unta  contribution  and  Congi-ess  had 
specified  that  no  commitments  for  calendar  year 
1955  and  thereafter  be  made  without  an  appro- 
priation for  that  purpose.  At  the  end  of  1954,  a 
supplemental  apjn-opriation  request  was  being 
prepared  for  $8  million  as  a  partial  contribution 
to  the  1955  Unta  program. 

The  present  system  of  allocating  funds  from 
the  central  account  to  the  participating  organiza- 
tions largely  on  the  basis  of  predetermined  per- 
centages is  being  changed.  Hereafter,  in  an  effort 
to  promote  better  country  planning,  more  atten- 
tion will  be  given  to  the  program  as  drawn  up  in 
the  various  recipient  countries  and  approved  by 
the  appropriate  Unta  bodies.  Although  these 
new  arrangements  will  be  effective  for  planning 
purposes  during  1955,  they  will  not  become  effec- 
tive operationally  until  1956. 

VNICEF  Expands  Its  Worldwide  Programs. — 
The  geographic  coverage  of  the  United  Nations 
Children's  Fund  (Unicef)  was  expanded  during 
the  last  half  of  1954  when,  for  the  first  time,  an 
aid  program  was  approved  for  Spain.  This  pro- 
gi-am  will  concentrate  on  trachoma  control  and 
maternal  and  child  welfare  .services  to  reduce  the 
Spanish  infant  mortality  rate.  Initial  projects 
were  also  started  in  8  other  coimtries  or  territories 
during  the  6-month  period,  including  5  in  Africa, 
2  in  Latin  America,  and  1  in  Asia.  A  total  of  88 
countries  and  territories  are  now  i-eceiving  Unicef 
aid. 

The  Executive  Board  of  Unicef  during  the  last 
half  of  1954  approved  allocations  of  funds 
amounting  to  $12.6  million  so  that  total  alloca- 
tions for  the  calendar  year  were  brought  to  $17.1 
million.  Programs  under  the  new  allocations  will 
stress  maternal  and  child  welfare  progi'ams  in 
Asia,  malaria  control  in  Africa,  and  long-range 
projects  in  Latin  America  for  increasing  the  con- 
sumption of  milk  and  other  basic  foods  by  mothers 
and  children. 

In  September,  the  United  States  announced  that 
it  would  contribute  $12.5  million  to  Unicef  for 
the  18-month  period  from  January  1,  1954,  to 
June  30,  1955.  Of  this  amount  $8.3  million  was 
for  the  calendar  year  1954  program,  and  $4.2  mil- 
lion for  the  first  half  of  the  calendar  year  1955 
program.     The  United   States  contribution   was 


subject  to  the  condition  that  it  would  not  exceed 
60  percent  of  total  government  contributions  to 
the  central  account  of  Unicef  and  that  it  would 
be  no  more  than  one-third  of  all  government  con- 
tributions, including  local  matching  contributions 
of  the  governments  receiving  aid. 

The  United  States  expressed  the  hope  that  other 
governments  would  assume  a  greater  share  of  the 
costs  than  they  had  in  the  past.  In  this  connec- 
tion, the  pledges  of  other  governments  to  the  cen- 
tral account  amounted  to  approximately  $5.2 
million  in  1954,  as  compared  to  $4.4  million  in 
1953  and  $4.1  million  in  1952.  Local  matching 
contributions  in  1954  also  reached  a  new  high  of 
$32.5  million,  which  represented  an  average  of 
$1.90  for  every  $1  provided  out  of  the  central 
account. 

Unicef  has  been  a  large  purchaser  of  LTnited 
States  surplus  milk.  A  total  of  110  million  ponnds 
of  low-cost  dried  skim  milk  was  obtained  from  the 
United  States  Department  of  Agriculture  in  1954. 
This  milk  has  been  used  mainly  for  distribution 
through  maternal  and  child  welfare  centers  and 
for  feeding  school  children.  School-feeding  pro- 
grams have  been  enlarged  in  Latin  America, 
notably  in  Brazil,  Peru,  Colombia,  and  Bolivia. 
During  the  last  half  of  1954,  milk-drying  plants 
were  opened  in  Nicaragua,  Chile,  Italy,  and  Yugo- 
slavia; pasteurization  plants  also  were  opened  in 
Italy  and  Yugoslavia. 

Under  the  new  legislation  for  the  disposal  of 
surplus  commodities,  the  United  States  Govern- 
ment has  provided  Unicef,  without  cost,  26.5 
million  pounds  of  skim  milk  i^owder  for  emer- 
gency child-feeding  programs  in  Korea  during  the 
first  part  of  1955.  This  will  be  sufficient  to  furnish 
a  daity  cup  of  milk  to  2  million  Korean  children 
for  a  7-month  period. 

More  than  31  million  children  and  nursing  and 
pregnant  mothers  benefited  from  Unicef  aid  in 
1954.  In  1954  also,  approximately  14.2  million 
children  were  vaccinated  against  tuberculosis;  9 
million  children  and  mothers  were  protected  from 
nnxlaria  and  other  insect-borne  diseases;  2  million 
children  were  treated  for  yaws  with  penicillin. 
Nearly  2  million  children  were  receiving  a  daily 
ration  under  the  long-range  feeding  programs.  In 
addition,  Unicef  is  furnishing  basic  equipment 
and  supplies  for  5,300  maternal  and  child  health 
centers  in  rural  areas. 
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